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PREFACE 


During the years it has been my privilege to serve President 
Fianklin D. Roosevelt as Comptroller of the Currency, I have 
become impressed with the desire of the public for more in- 
foimation relating to banking and especially to the recent 
banking crisis and the manner in which the Roosevelt Admin- 
istration dealt with that crisis. Inasmuch as the Bureau of 
the Comptroller of the Currency has been for seventy-five 
years charged with the duty and responsibility of supervising 
the national banking system, it has seemed appiopriate to 
have prepared the following summary of the activities of the 
Federal Govermnent in dealing with the rehabilitation and 
reconstruction of the banking system. 

Every effort has been made to record this information in 
non-techmcal language and to deal adequately, yet simply and 
briefly, with the enormous amount of available data. 

There has been placed in the appendix the text of documents 
in their original form which are considered valuable for a 
permanent record in connection with the activities of the Gov- 
ernment relative to the banlang crisis. 


May, 1938 
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THE BANKING CRISIS AND RECOVERY 
UNDER THE 

ROOSEVELT ADMINISTRATION 


CHAPTER I 
Introduction 

Much has been written with respect to the banking holiday 
in 1933 and certain phases have been covered in official state- 
ments issued from time to time, but no attempt has been made 
heretofore to deal fully with this phase of our banking expe- 
rience. It is felt that sufficient time has elapsed and the work 
of cleaning up the wreckage has progressed so far that the 
matter can be now dealt with accurately from an historical 
standpoint. 

In order to understand more clearly the work involved, it 
is considered desirable to cover briefly the organization and 
duties of the Bureau of the Comptroller of the Currency. 

The Bureau was established May 9, 1863, pursuant to a law 
signed by President Lincoln February 25, 1863, and which was 
enacted for the primary purpose of assisting in financing the 
Civil War. A secondary purpose was the establishment of a 
circulating medium designed to move freely at par through- 
out the United States, without regard to the bank issuing such 
currency. It is from this secondary purpose that the Bureau 
probably acquired its name. The principal officer is the Comp- 
troller of the Currency. Serving under him in Washington 
at this time as principal executive officers are three Deputies 
Comptroller, a General Counsel, and a Chief National Bank 
Examiner. 

The authority for establishing new national banks is vested 
by law solely in the Comptroller of the Currency.^ All na- 


1 Title 12, U. S. C., see. 26. 
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2 Banks Under Roosevelt 

tional banks mnst obtain from Mm an authorization to begin 
a banking business.® And no branch can be established with- 
out Ms approval ® The Comptroller is required by law to 
have all national banks and branches thereof examined twice 
each year.* He is empowered to issue regulations with refer- 
ence to certain phases of the operation of such banks. He has 
the duty of supervising the operation of national banks wMch 
are in conservatorsMp,® perfecting and approving all plans 
of reorganization for national banks which are in financial 
straits,® and liquidating those for wMch he finds it necessary 
to appoint a receiver.’ 

The Comptroller’s office, under existing law, is in a position 
to require national banks to maintain a sound capital struc- 
ture and also to prevent the organization of a new national 
bank unless it has an adequate, sound capital structure and 
unless there is need for additional banking facihties in the 
location chosen and there is a reasonable prospect that the 
bank will operate successfully. 

For convenience of administration, the Bureau has five per- 
manent divisions ; i. e.. Examining, Insolvent, Legal, Orgamza- 
tion and Statistical. 

Incident to the pioblems arising immediately following the 
banking holiday, there were established two additional divi- 
sions, known as the Conservatorship and Reorganization Divi- 
sions. The actmties of these two emergency divisions will be 
dealt with more fully subsequently. 

The Examini ng Division conducts the examination of na- 
tional banks and their branches, including the review of re- 
ports of examination. Such banks are examined only by 
national bank examiners under the direct supervision of the 
Comptroller of the Currency. In certain instances, where the 
Reconstruction Finance Corporation purchases preferred 
stock in a national bank, that Corporation may, by contract, 
obtain the right to examine certain assets. In the ease of the 
Federal Deposit Insurance Corporation, which also maintains 
an examining force, the law specifically states that that Cor- 
poration may make an examination of a national bank only 
with the written consent of the Comptroller of the Currency.® 
That Corporation, normally, would request the right to ex- 

* Title 12, U. S. C., sec 27 

« Title 12, U. S. C., see. 36. 

4 Title 12, U. S. C., sec. 481. 

» Title 12, U. S. C., see. 203. 

fi Title 12, U S. C., sec. 207. 

» Title 12, U. S. C., sec. 191. 

8 Title 12, U. S. C., see. 264(k) (2). 
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amine such, a bank onlj' in cases where a merger was contem- 
plated and a loan was sought for the purpose of effecting 
such merger. The Federal Reserve Banks may, under certain 
conditions, make special esaminations of national banks but 
as a general rule they accept the examinations made by the 
Comptroller’s office. In conformity with the law, copies of 
reports of examinations made by national bank examiners are 
made available upon request, to the three above-mentioned 
agencies.® 

The frequent public references to dual examinations or 
duplication of examinations by several governmental agencies 
are based on a lack of knowledge of the law and the facts. 

In the discharge of the functions relating to the examina- 
tion of national banks there is a Chief National Bank Exam- 
iner who is assisted bj^ seven Assistant Chief National Bank 
Examiners with headquarters at Washington. For examina- 
tion purposes, the United States is divided into districts, coin- 
ciding with the various Federal Reserve Districts. Each of 
these districts has a District Chief National Bank Examiner, 
with headquarters in the city in which the District Federal 
Reserve Bank is located, with the exception of the Fifth Fed- 
eral Reserve District, in which the office of the District Chief 
National Bank Examiner is consohdated with that of the 
Chief National Bank Exarmner in Washington. These dis- 
tricts are in turn divided into several sub-districts, with one 
or more national bank examiners having headquarters in one 
of the principal cities of that sub-district. 

There were, as of December 31, 1937, five thousand two 
hundred and sixty-six national banks, with one thousand five 
hundred and fifty-nine branches, and eighty-eight foreign 
branches.^ 

The national bank examiners also conduct investigations in 
connection with apphcations for new national bank charters, 
examinations of bank affiliates, and examinations of State 
banks in cases of apphcation for permission to convert into 
national banks. 

In addition to the examinations indicated above, there were 
as of December 31, 1937, eighty-eight foreign branches of 
national banks, with main offices in this eoimtry, which are 
examined by national bank examiners. The eighty-eight for- 
eign branches are located in twenty countries. Of the five 

9 Title 12, U. S C., see 264 (k) (4) and Title 15, U. S C., sec 608. 

10 This does not include thirteen State banks in the District of Columbia 
which are also under the supervision of the Comptroller and which are 
examined by national bank examiners. 
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thousand two hundred and sixty-nine national banks above 
referred to, five are located in Alaska, one in Hawaii, and one 
in the Virgin Islands, and these are, of course, examined regu- 
larly by national bank examiners. At the request of the Board 
of Governors of the Federal Reserve System, national bank 
examineis also examine subsidiaiies of the International 
Banking Corporation of New Yoik located in France, Eng- 
land, and Spain. 

The Insolvent Division under the supervision of the Chief 
Supei vising Receiver, who is also the first Deputy Comp- 
troller, has charge of the administration and liquidation of 
insolvent national banks. This particular division will be re- 
ferred to in more detail later. 

The Legal Division in charge of the General Counsel is 
composed of a comparatively small staff of lawyers who have 
specialized in the law pertaining to banking. The work of 
the Legal Division may be divided broadly into two classes : 
First : Advice, rulings, and decisions upon matters relating to : 
(a) solvent national banks which are operating as going con- 
cerns, including intei-pretations and constructions of existing 
laws and the consideration and preparation of prospective 
banking legislation; (b) the issuance of preferred stock in 
going national banks and the scope and extent of rights, lia- 
bilities and duties incident thereto; (c) the reorganization of 
national banks, including the drafting of plans of reorganiza- 
tion and legal documents in connection therewith; and (d) the 
liquidation of insolvent national banks. Second : Supervision 
over, and, where advisable, actual participation in litigation 
incident to the foregoing fields of activity. 

Since the banking holiday the Legal Division has handled 
approximately fifty thousand eases in various courts through- 
out the land relating to the liquidation of national banks in 
receivership. These cases involved practically every phase 
of receivership operations and the decisions thus rendered, 
particularly those in cases which were cariied to the Supreme 
Court of the United States, have clarified or virtually restated 
the great body of law relating to receivership liquidation. All 
cases in the Appellate Courts are actively supervised by this 
Division, the proceedings and record are examined and ana- 
lyzed, citations of authorities are given and in many instances 
the briefs are entirely revised or rewritten by the attorneys 
in this Division. Where necessary, attorneys from the office 
participate in the argument of these cases. All cases reach- 
ing the Supreme Court of the United States incident to the 
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receirei ship work are, except m occasional instances, partici- 
pated in 01 handled entirely by the attorneys of this Division. 
In addition, from time to time, members of the staff of the 
Legal Dmsion appear as a friend of the couit in cases involv- 
ing questions pertaining to going bank problems. 

As VT.11 be seen subsequently, legal questions requiring solu- 
tion in connection with conservatorship and receivership 
banks both as to their commercial operations and their trust 
or fiduciary opeiations are enormous in volume. Questions 
of policy to be determined requiie in eveiy instance a careful 
examination of the applicable laws and court decisions and 
of the legal effect of the pohey under consideration. For 
these reasons, the ConservatorsMp Dmsion and Reorganiza- 
tion Dmsion required the assignment of certain attorneys for 
constant consultation and consideration of the problems with 
which they were confronted. 

The Organization Division has chaige of all details of the 
work incident to the issuance of certificates of authority to 
newly-organized national banks to begin business, all work 
in connection with the inciease and decrease of capital, the 
consolidation of such banks and the maintenance of branches. 
It also authorizes purchases and retirement of preferred 
stock, either in existing or newly-organized national banks, 
and is in charge of the lecords incident to national banks that 
have been voted into voluntary liquidation by their share- 
holders. The functions of this Division are under the super- 
vision of an Acting Chief and the general supervision of a 
Deputy Comptroller. 

The Statistical Division, under the supervision of a Chief 
and general supeivisioii of a Deputy Comptroller, as its name 
indicates, has charge of and compiles statistical data relating 
to all banks. This is necessary because under the law the 
Comptroller of the Currency is required to assemble data 
1 elating to all banks, whether national or otherwise, for the 
use of Congiess and other branches of the Federal Govern- 
ment.^^ In addition, the Comptroller is required to submit an 
annual report to the Congress dealing with the activities of 
the office, data as to the banks, and such recommendations as 
to changes in existing law or suggestions as to new laws re- 
lating to national banks as in his judgment may seem wise 
and proper to increase the security of their depositors and 
creditors.^® 


“ Title 12, U. s. C , see 14. 
w Title 12, U. S. C , see. 14 



CHAPTER II 


Conditions Contributing to the Banking Crisis 

In its origin and early development and down to compara- 
tively recent times in some instances, banking was considered 
to be strictly the private affair of the banking proprietor with 
an absolute right to own and operate his bank without any 
supervision or control whatsoever by governmental authori- 
ties. Esemplifying this may be noted the case of State v. 
Scougal, decided as late as 1892.^® In that case, the legislature 
of South Dakota had passed a law providing for the forma- 
tion of banking corporations and making it unlawful under 
penalty of fine or imprisonment to engage in banking without 
first obtaining a franchise or charter from the State. Scougal 
was prosecuted for operating a bank without obtaining a 
charter. He contended the statute was unconstitutional. The 
court held that the business of banking was open and free to 
all citizens as a matter of common right and that the State 
statute was violative of that right. It is interesting to note 
the reasoning of the Justice who in part said : 

“Whence, then, did the legislature of this state derive 
its power to farm out these privileges * • * and to deny 
to the individual citizen the right to exercise them, which 
he and his ancestors have from time immemorial pos- 
sessed? Can the legislature create a franchise by depriv- 
ing citizens of their rights, and then bestow it upon an- 
other at will? If it can, then the citizen has no rights 
that may not be taken from him under this new theory of 
a franchise created by the legislature. * * * In our opin- 
ion, no such power exists in the legislature * * * of cre- 
ating a franchise out of the * * • common rights of the 
citizens. • * * Hence we conclude that the individual 
citizen cannot be deprived of a right always possessed 
by him, of conducting a banking business, * * 

This decision has never been overruled and has been cited 
as late as 1929 as authority for the proposition that a State 
cannot prohibit an individual from carrying on the business 


1* 51 K W. 858. 
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of ba nkin g, altbongb it can regulate tbe business so long as 
sacb regulation does not amount to a prohibition. 

A multiplication of examples would serve no useful pur- 
pose but it is not diflSieult to understand how such concepts 
must inevitably have led to disaster. Some progress was 
made in the course of our economic and political development 
to the end that the State, (using the term in a generic sense 
as referring to both Federal and State Governments) was 
recognized to have the right of supervision and regulation, 
and the right to require the issuance of a charter or franchise 
as a prerequisite to the opening of a bank. 

It was simple to be a banker. Charters were comparatively 
easy to obtain. With money necessary for initial capital, the 
depositary money was anxious to find a resting place in re- 
turn for the privilege of safekeeping and check drawing. 
Banks became too numerous ; competition too great ; necessity 
for profits too urgent.^^ 

Eventually and inevitably it became fully recognized that 
banking is a matter of public concern affected with a public 
interest, and relief by effective regulation became imperative. 

Prior to 1933 there were four types of commercial banking 
institutions in operation in this country; namely, national 
banks. State banks which were membeis of the Federal Re- 
serve System, State banks which were not members of the 
Federal Reserve System, and private banks. There were 
approximately 19,000 of these institutions having resources 
of approximately fifty-six billions of dollars. One-tbird of 
the total of this group consisted of national banks, which held 
two-fifths of all the banking resources. The State banks were 
organized under State laws and governed by State regulatory 
bodies, while private banks were, in some States at least, not 
subject to any regulation. National banks were, as stated, 
organized and regulated under the supervision of the Comp- 
troller of the Currency. 

In 1933 the country was gripped with financial chaos ; banks 
were closing, checks were unpaid. Travelers were left 
stranded without ready funds and credit was at a standstill. 
Men and women with life savings and business earnings de- 
posited in banks stormed doors to retrieve their fortunes be- 

An extract from the report of the Eesearch Committee, Indiana Bankers 
Association, published in 1937, covering an exhaustive survey of the banking 
facilities of that State, is indicative of the condition throughout the United 
States. (For text, see Appendix at page 85.) 
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foie it was too late Eefuge was sought in hoarding and ex- 
porting capital to foieigii shoies. Obviously, the roots of 
these conditions dated back a number of yeais, and are en- 
twined in the overbanked condition of the country. Of course, 
there are many and varying basic economic causes but one 
or two immediate causes are sufficient The most obvious was 
the stock market crash of 1929. Speculators were caught m 
the crash as well as those who considered themselves prudent 
investois. This was true of many corporations in the country, 
including banks The effect of this crash on the capital struc- 
ture of the banks in pait is traceable to certain practices by 
banks prior to the crash. 

They were desiious of participating in the profitable ven- 
tures of stock investments then indulged in by a heavy pro- 
portion of their depositors and some had been drawn into the 
hectic stock pui chasing rush These had set up affiliates for 
dealing in securities. Their directors had become directors 
on boards of numerous corporations interested in these ven- 
tures. Many bank officials had borrowed heavily from their 
own or other banks to purchase stock which ivas pledged as 
security for their loans. The banlis had made loans to many 
borrowers, both individuals and corporations, and accepted 
stock as collateral secuiity. Many loans were made to bank 
affiliates which dealt solely in securities And the depression 
that followed after 1929 aggiavated the financial difficulties. 

When the resulting rapid decline in the prices of corporate 
securities came, the resources from which loans normally arc 
repaid weie depleted. The reserves of many corporations 
and individuals were rapidly reduced and in some cases wiped 
out. Thus, many banks were left with very substantial loans 
to borroweis secured by inadequate collateral with small hope 
of collection from the debtors whose other resources had been 
depleted from the same cause. 

The confidence of the people of the nation in our financial 
structure had been badly shaken as the result of the crash. 
That factor played a large part in the following months and 
years. New industries and normal trading activities were at 
a low ebb. Few dared venture into new business endeavors 
because credit and normal trading relations were crippled. 
Many persons who had ready funds or credit transferred 
them into foreign securities or deposited them in foreign 
banks, seeking to conserve what had been salvaged from the 
1929 debacle and the depression conditions following. Hoard- 
ing became prevalent. 
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The importance of the hoarding factor in banking failures 
prior to the banking holiday was recognized in the Comp- 
troller’s Annual Report to Congress as of the close of the 
fiscal year 1931-1932, in which it is stated that beginning 
with the autumn of 1930, there was a recognized trend toward 
demanding currency for hoarding purposes. It was estimated 
that in the middle of July, 1932, the total hoarded currency 
in the country was in excess of one and one-half billions of 
dollars. "WTiile the essential cause of hoarding was due in a 
large measure to the shaken confidence of the people upon 
observing the rapid increase in the suspension of banks, the 
hoarding movement itself added to the strain on the banks. 

Withdrawals of deposits for the purpose of hoarding differ 
from withdrawals for ordinary business purposes in that the 
funds involved are neither used nor returned to the banks 
but are completely withdrawn from circulation. Between 
1928 and the end of 1932, deposits in banks throughout the 
country declined from a total of approximately fifty-six bil- 
lions of dollars to approximately forty-one billions of dollars. 
During the same approximate period, the increase in Postal 
Savings deposits was tremendous. At the close of the fiscal 
year 1928, the balance to the credit of depositors in the Postal 
Savings System was approximately one hundred and fifty 
millions of dollars, whereas at the close of the fiscal year 1933, 
these deposits had increased to over one billion dollars.^® 

From the year 1930 on, it was evident that the public had 
become apprehensive over the safety of its deposits. Many 
sound banks, unable to meet the withdrawals, were obliged to 
close under the most adverse conditions. 

Under ordinary circumstances the failure of one banking 
institution does not seriously affect other banks except to 
contribute to the loss of confidence of depositors but where 
there is one interlocking control relating the closed bank to 
several other banks, the effect of the failure of one of the 
group seriously jeopardizes the others in that group. This 
group banking condition was existent in many States and 
was usually conducted through the means of holding com- 
panies. 

A typical holding company set-up consists of a number of 
banks, either State or national, the majority of whose stock 
is held by a company organized for the specific purpose of 
obtaining and holding bank stock. Usually the charter of the 


See table in Appendix at page 86. 
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holding company includes broad powers so that in addition 
to acquiring and owmng stock in banks, the company can pur- 
chase stocks of other corporations, deal in securities, borrow 
money, and the like. In some instances these companies were 
brought into being to provide group banking in States in 
which branch banking was not permissible. 

The theory of holding company operation is to effect 
greater economy of operation in the individual banks and to 
otherwise provide greater sources of revenue. Its proponents 
argue that • Economies could be effected through the central- 
ized control by eliminating substantial overhead, installation 
of time saving methods, bulk purchases of supplies, and the 
like ; Greater sources of revenue would arise out of the ability 
of the indmdual unit to handle larger loans, by passing them 
on to a larger bank of the group, to supply, as feeders, trust 
or fiduciary business to the large unit qualified to handle it, 
and to invest its othervidse idle funds in loans or investments 
held by other units ; Through this production of extra profits 
in the individual banks, greater dividends could be paid to 
the holding company, which in turn could increase dividends 
to its shareholders. 

Many of these companies were highly successful at first. As 
the result, during the expansion period prior to 1929, their 
stocks were dealt in to the extent that speculative values ran 
far ahead of any possible value to be based on earnings and 
tangible assets. 

After the market crash, the continuing depression condi- 
tions produced a rapid depreciation in the market price for 
such stocks with very detrimental consequences. For instance, 
the stock of one company which had reached a peak of $240 
sank as low as $6 30 per share and the stock of other holding 
companies suffered a similar depreciation. When it is realized 
that these stocks had been widely used in many instances as 
collateral security for obligations of individual borrowers 
from the various constituent banks of the group, the effect of 
the depreciation in the value of such stock upon the financial 
structure of these group banks is easily understood.^®* 

serious question has been raised as to the effect on our economic 
structure if Bank Holdmg Companies are permitted to expand "without some 
definite policy bemg established by the Federal Government. People of this 
country will never tolerate the bankmg interest of the Nation to get under 
the control of one, t'wo or three great financial groups 
The ownership by individuals of bank stock within the State where the 
bank is located, should be encouraged. This tends to place the management 
m the hands of those most familiar with the conditions "within the State. 
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Accentuating the difficulties of all banks, the general, 
steady, and persistent withdrawal of funds continued. To 
meet these demands, it was necessary for the banks to sell 
most of their liquid assets and to rediscount heavily with the 
Federal Eeserve Banks and borrow from the Eeconstruction 
Finance Corporation. Some of the large banks of these 
gioups were in need of further loans. It was evident that if 
one bank was foieed to close its doors there would be runs 
on all the affiliated banks. It was also evident that if aU the 
banks of an affiliated group were closed runs would be pre- 
cipitated on the independent banks and at that time a great 
many banks were not in a position to withstand a run. 

It is thus understandable that our banking structure, dealt 
such a severe blow by the 1929 storm, was not able to recover 
under the depression conditions following, and thus finally 
succumbed in 1933. 

The tenseness of the situation by the close of January, 1933, 
had reached the point that serious consideration was being 
given by the authorities in more than one State to State-wide 
moratoria. Clearing houses in some of the major cities were 
either giving consideration to the adoption of clearing house 
certificates or taking active steps to cope with the situation 
through this medium. 

The authorities of the Federal Government and the various 
States were besieged by distressed banks seeking assistance 
ill preventing further loss to them and their depositors. In 
many cities throughout the country, individual State banks 
placed restrictions upon withdrawals and in many areas 
groups of banks entered into agreements whereby some re- 
striction on withdrawals was put into effect in all the members 
of the group. In some cases, city authorities attempted to 
impose restrictions and finally, practically every State adopted 
some sort of temporary palliative. In most eases, this took 
the form of a declaration of a State-wide moratorium. The 
first of these banking holidays was that declared in Nevada, 
in November, 1932, but by February, 1933, many States were 
in the position where some such temporary measure was neces- 
sary ; in fact, most of the States had taken such action before 
the end of February. 

This was the situation in Michigan, for instance, on Satur- 
day, February 11, 1933, when the banks closed in accordance 
with the custom at noon. Monday, February 13, was a legal 
holiday, and between Saturday and Monday a meeting of the 
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Detroit Clearing House and the Michigan State Bankers 
Association was called to determine whether or not the hanks 
should attempt to open for business on Tuesday, February 14, 
which was the next regular banking day. As a result of that 
conference, a joint request was made in writing by the Michi- 
gan State Bankers Association and the Detroit Clearing 
House Association to the Governor of Michigan, requesting 
him to declare a State-wide banking holiday. In response to 
this request, and in view of the acute financial emergency then 
existing throughout the country. Governor Comstock issued 
a proclamation declaring a State banking holiday to last for 
a period of ten days from February 14. During this^ time, all 
banks, trust companies, and other financial institutions con- 
ducting a hanking or trust business within the State of Michi- 
gan were forbidden to transact any banking or trust business. 
This holiday was extended from time to time at the urgent 
request of the banks, and continued until the general National 
Banking Holiday was proclaimed by the President of the 
United States on March 6, 1933.“’’ Whereas the actual back- 
ground of similar banking hohdays in other States varied 
somewhat from that of Michigan, there were many similar 
situations, and in all of the States the acuteness of the finan- 
cial emergency practically forced some drastic action upon 
the civil authorities. 

Although in 1932, the Federal Government had created the 
Eeconstruction Finance Corporation for the purpose of assist- 
ing the financial institutions of the country to stave off failure, 
the first measure invoked by the Federal Government affecting 
the office of the Comptroller of the Currency was the enact- 
ment of the so-called Couzens Eesolution by the Congress on 
February 25, 1933, by the terms of which the Comptroller, 
with the approval of the Secretary of the Treasury, could 
exercise such control over national banks as was conferred 
upon State officials having supervision over State banks in 
the States in which national banks were located.^ The pri- 
mary purpose of this regulation was to empower the Comp- 
troller to authorize banks to curtail or restrict powers, par- 
ticularly so far as deposit operations were concerned. 

Naturally, many national banks found themselves in a pre- 
carious condition because of the advantages afforded compet- 
ing State banks by action of the State authorities. Immedi- 

161 > poj. text of President’s Proclamation, see Appendix at page 96. 

18 For text of the Conzens Resolution, see Appendix at page 144. 
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ately after tlie enactment of tlie so-called Couzens Eesolntion, 
the Comptroller’s Office was deluged with, requests from na- 
tional banks all over the country for authority to restrict 
withdrawals. It became necessary to determme the law of 
each State and, of course, these laws were being enacted mo- 
mentarily. Information with respect to the provisions of the 
State laws was obtained from various souices and particu- 
laily through the courtesy of the State banking authorities 
A special staff of attorneys was employed by the Comptroller 
to review, analyze and apply those State laws to the numerous 
requests received by the Comptroller from national banks. 

It was the concern of the Comptroller to aid the national 
banks under his supervision as much as possible, but his au- 
thority was limited, making it necessary for him to act in this 
emergency only if after a careful study of the State law he 
concluded that he had the power to give the authority re- 
quested by the individual national banks. It was also neces- 
sary in granting authority to the banks that precaution be 
taken to see that the restrictions would not conflict with pre- 
existing provisions of the National Bank Act. For example, 
if the State law was such as to permit public moneys to be 
withdrawn from State banks without restrictions, the Comp- 
troller could not grant similar authority to a national bank 
in that State because to do so would violate the illegal prefer- 
ence section of the National Bank Act.^’ 


17 Title 12, U S. C , sees 109 and 194. 
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Means Adopted to Solve the Problem and Remedial 

Legislation 

The so-called Couzens Resolution was the only Federal 
statutory emergency measure available for use during the 
period from its enactment to the date of the President’s 
Proclamation. During those comparatively few days the 
chaotic banking conditions throughout the country reached a 
climax. This was the condition of the country when Franklin 
D. Roosevelt was inaugurated President of the Umted States 
on Saturday, March 4, 1933, and it was recognized in his in- 
augural address from which the following is taken: 

“lam certain that my fellow Americans expect that on 
my induction into the Presidency I will address them 
with a candor and a decision which the present situation 
of our Nation impels. This is preeminently the time to 
speak the truth, the whole truth, frankly and boldly. Nor 
need we shrink from honestly facing conditions in our 
country today. This great Nation will endure as it has 
endured, will revive and will prosper. So, first of all, let 
me assert my firm belief that the only thing we have to 
fear is fear itself — ^nameless, unreasoning, unjustified 
terror which paralyzes needed efforts to convert retreat 
into advance. In every dark hour of our national life a 
leadership of frankness and vigor has met with that 
understanding and support of the people themselves, 
which is essential to victory. I am convinced that you 
will again give that support to leadership in these critical 
days. * * * 

“We do not distrust the future of essential democracy. 
The people of the United States have not failed. In their 
need they have registered a mandate that they want 
direct, vigorous action. They have asked for discipline 

President Eoosevelt in his book ‘‘On Our Way” a very interesting 
picture of the inside story of the Administration’s work in reopening the 
closed banks Likewise, see Article Nnmber Three of “President Booaevelfs 
Own Story of the New Deal” recently published in various newspapers 
throughout the Country 
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and direction under leadership. They have made me the 
present instrument of their wishes. In the spirit of the 
gift I take it.” 

Both the banking and financial structure of the Xation be- 
ing at stake, it was apparent to all that the problem was of 
national importance as distinguished from a problem peculiar 
to the respective States. Many difficulties, however, con- 
fronted the Federal officials in tiying to determine what could 
be done under the Constitution and the Federal laws then 
existing. Who should do it f How could it be accomplished I 

The problem was not solely a banking problem. The ex- 
ports of gold and the hoarding of currency was a problem 
primarily for the Treasury Department, and the “flight of 
capital” (gold exports) had become so great that a real crisis 
appeared imminent in the national financial structure. 

Many days and nights were spent by officials in the Office 
of the Secretary of the Treasury, the Federal Reserve Board 
and the Comptroller’s Office in an attempt to evolve a plan 
which would remedy the critical situation. These conferences 
were being held even before the banking hoHdays were de- 
clared by any of the States but definite action could not be 
taken at the outset for several obvious reasons. These de- 
liberations eventually resulted in the President’s Proclama- 
tion, which was issued as his first official act at 1 A. M. on 
March 6, 1933, and the provisions of the Emergency Bank 
Act, which included the Bank Conservation Act which was 
passed by Congress three days later. The plan of the Procla- 
mation was for the President to suspend all banking functions 
in order that the Nation’s currency could be regulated and 
the gold supply conserved. It was necessary that the banks 
be regulated and controlled for the purpose of protecting them 
and the public from the effects of unwarranted withdrawals 
by panic stricken depositors. 

The provisions of the Emergency Bank Act can be briefly 
summarized as vesting: 

1. Power and authority in the President of the United 
States to close the banks, 

2. Authority in the Secretary of the Treasury to regu- 
late the business of the banks during such emergency 
period as might be declared by the President, and,^® 


W Title 12, U S. C , see. 95. 
W Title 12, U. S C., see. 95 
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3 Authority in the Comptroller to appoint conservators 
whenever he should deem it necessary in order to con- 
serve the assets of a national bank for the benefit of 
its depositors and creditors, and to effect reorganiza- 
tions of such banks as the conditions and circum- 
stances warranted.*^® 

There were other provisions of the Act which are extremely 
iinpoitant but which do not fall within the above classifica- 
tions, namely, the authorization of national banks to issue 
preferred stock and the authorization of the Reconstruction 
Finance Corporation to purchase preferied stock of banks,®® 
whenever the Seeretaiy of the Treasury, with the approval of 
the President, considered it necessaiy to supply funds for the 
organization or reorganization of such banks. The Act also 
authorized the issuance of Federal Reserve Bank notes re- 
deemable in lawful money of the United States.®* These notes 
were to be issued to the value of 100% of Government obliga- 
tions deposited as security and to the value of 90% of notes, 
drafts, bills of exchange and bankers’ acceptances deposited 
as security. It enlarged the powers of the Federal Reserve 
Banks, enabling them to discount notes of member banks se- 
cured by collateral not previously eligible for that purpose.®* 
It also authorized the Federal Reserve Banks to make ad- 
vances to individuals, partnerships, and corporations on 
promissory notes secured by Government obligations.®* One 
provision, particularly designed to cover the immediate emer- 
gency, authorized the Comptroller of the Currency to allow 
national banks for which conservators might be appointed to 
receive new deposits, which would be segregated and kept 
available for withdrawal without restriction.®® 

The Presidential Proclamation, of course, focused the un- 
divided attention of everyone on the acuteness of the national 
situation and immediately thereafter the morale of the Nation 
improved. 

Perhaps the best discussion of the purpose of and action 
taken by the Government is found in the first radio address 

*0 Title 12, U. S. C., sees. 201 to 211 

21 Title 12, U. S. C., sec. 51a. 

28 Title 12, U S. C , sec. 51d 

*8 Title 12, U. S C., sees 445 aad 446. 

24 Title 12, U S. C., sec. 371b. 

22 Title 12, U S. C., sec. 347c 

2fiTitlel2, U. S. C.,see. 206. 
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of Franklin D. Roosevelt as President of the L^nited States, 
on March 12, 1933.2^ 

It v’ds impossible at the moment the President’s proclama- 
tion was issued to determine just what emergencies and needs 
would arise during the period of the banking holiday ; in fact, 
it was impossible to deteimine the length of time the holiday 
period would lemaiii in existence through necessity. 

On the moimng of Muich 6 , as well as for some days pre- 
vious, it was evident to all eonceined that limited withdrawals 
must be peimitted for necessities of life, payrolls, foodstuffs 
in tiansit, and the like, in oidei to prevent utter disaster. The 
only Pedeial official who could logically issue legulations with 
respect to the Nation’s cuireney and gold supply was the 
Seeretaiy of the Tieasuiy. It was also the consensus of opin- 
ion of the Federal officials dealing with the banking situation 
that the Secretary of the Treasury was the logical officer to 
issue banking legulations duiing the hohdays because the 
remedies adopted with respect to the currency and gold had 
a direct bearing and relationship to withdrawals from banks. 
This was recogmzed in the Emergency Banking Act of 
March 9. Consequently, certain regulations were issued per- 
mitting withdrawals for those purposes. As the hours and 
days piogiessed urgent requests poured into Washington 
fiom depositors, industry, labor, banks, public officials, and 
others, foi authority to engage in ceitain banking functions. 
A very large percentage of these requests found their way 
by telephone, telegraph, and personal messages to the Comp- 
troller’s office. Other lepoits and requests went to the Fed- 
eral Reserve Board and to the office of the Secretary of the 
Treasury. 

The authorities cooperated fully in the promulgation of 
regulations by the Secretary’s office. In doing so, it was nec- 
essary to keep in mind particularly these factors : 

1. That the regulations be such as to carry out the pur- 
poses of the Bank Conservation Act and yet keep the 
channels of commerce open without unjustly permit- 
ting certain classes of depositors to obtain their money 
from banks to the detriment of the interests of other 
depositors who did not come within the purview of 
regulations which might be issued. 

2. That the good will and confidence of the banking pub- 
lic must, so far as possible, be restored and retained. 


*'^For text of the President’s Radio Address, see Appendix at pages 100- 

m 
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3. That the elementary necessities of human life must 
be provided. 

The pulse of the Nation had to be felt by the comparatively 
few officials mentioned in considering these regulations and 
in trying to keep within the limits of the purposes of the Bank 
Conservation Act. These regulations, as issued, were imme- 
diately released to the press of the Nation and weie com- 
municated to the Federal Reserve Banks by telephone and 
telegraph. 

It would be impossible to enumeiate aU of the problems 
which arose, but by way of illustration, a few situations may 
be briefly described. 

Every bank found among its cash items at the commence- 
ment of the holiday mnumeiable cheeks and drafts issued by 
01 drawn on other financial institutions. If the banks holding 
these items failed to present them for payment in the ordinary 
course of business and through the regular channels, those 
banks might be held responsible by their respective customers 
for f ailui e to take the ordinary steps to make collections On 
the other hand, if the items were presented and payment 
1 efused, the question arose whether the refusal was an ‘ ‘ act of 
insolvency” on the part of the bank on which the items were 
drawn. Practically every bank in the Nation had received 
cheeks and drafts drawn on it for collection and remittance or 
credit. Could those banks charge the items to the accounts of 
the forwarders 1 Practically every bank had numerous sight 
drafts and other items in its collection department and was 
confronted with the question as to what should be done with 
such items Some of the banks had trust departments. To 
what extent could they function in those departments and 
what was their liability if they performed or failed to per- 
form! 

Puisuant to the authority vested in the President by the 
Bank Conservation Act of March 9, 1933, he issued the Ex- 
ecutive Order of March 10,®* which authorized and empowered 
the Secretary of the Treasury under such regulations as he 
might prescribe to permit any member bank of the Federal 
Reserve System and any other banking institution organized 
under the laws of the United States to perform any or all of 
their usual banking functions except as otherwise prohibited. 

*®For text of the President’s Executive Order of March 10, 1933, see 
Appendix at pages 98-100. 
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This Order also authorized the proper authority having imme- 
diate supervision to permit, under such regulation as such 
authority imght prescribe, any banking institution, in such 
State or place, other than banks which were members of the 
Federal Reserve System, to perform any or all of their usual 
banking functions except as otherwise prohibited. 

The Order further provided that all banks which were 
members of the Federal Reserve Sj’stem (this, of course, 
included national banks) desiring to re-open for the peifoim- 
anee of all usual and normal banking functions, except as 
otherwise prohibited, should apply for a license to the Secre- 
tary of the Treasury. Such applications were to be filed 
through the Federal Reserve Banks which were required to 
transmit them to the Secretary of the Treasury and licenses 
were to be issued by the several Federal Reserve Banks upon 
the Secretary’s approval, they being designated as agents of 
the Secretary to receive applications and to issue licenses in 
his behalf and upon his instruction.®® 

In the meantime the Proclamation of March 9 had extended 
the banking holiday.®® 

It became vitally important that the available members of 
the Comptroller’s staff most familiar with the condition of 
the national banks make an immediate survey for the purpose 
of ascertaining those banks which could be permitted to re- 
open with safety to themselves, their creditors and the gen- 
eral financial structure of the Nation. 

Since this meant the careful consideration of 5,938 national 
banks throughout the IJnited States, the magnitude of the 
task can be somewhat appreciated. The survey was com- 
pleted by March 15, 1933, and it was found that 1,407 na- 
tional banks and ten State banks located in the District of 
Columbia (which by operation of law are under the super- 
vision of the Comptroller of the Currency) could not be li- 
censed until further corrective action had been taken. 

This survey was made in conjunction with ofiBcials and staff 
members of the office of the Secretary of the Treasury, the 
twelve District Federal Reserve Banks, and, of course, the 
District Chief National Bank Examiners as well as, where 
necessary, with field examiners. 

*9 For form of license, see Appendix at page 87. 

•9 For text of the President’s Proclamation of March 9, 1933, see Appen- 
dix at page 98. 
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While we are dealing at this tune primarily with the na- 
tional banking system as such, it should be borne in mind as 
indicated above that the duty of licensing all banks which 
were members of the Federal Reserve System devolved upon 
the ofSee of the Secretaiy of the Treasury. The national 
banks were considered by the Secretary’s office for hcensing 
on the joint recommendation of the Comptroller of the Cui- 
lency and the District Federal Reserve Banks, while State 
membei banks were eonsideied for licensing on the lecom- 
mendation of the District Federal Reserve Banks. Those 
State banks which were not members of the Federal Reserve 
System were authorized to resume normal banking functions, 
except as otherwise prohibited under such regulations as the 
State supervisory authorities nught prescribe. Private banks 
were authorized by the Secretary’s regulation issued March 
11, 1933, to resume their normal and usual functions except 
as otherwise prohibited and except that no gold coin, bulhon, 
or gold certificates might be paid out.®^ 

MTiile, as will be seen, the necessities of the banking emer- 
gency compelled the Comptroller and his staff to concentrate 
on the process of reorganizing and recapitalizing the national 
banks, wherever possible, there also devolved upon the office 
the duty of salvaging for the creditors of those in liquidation 
and to be liqmdated the ultimate possible dollar of their 
original deposits. Some of the causes of the emergency have 
their roots in such profound and uncertain economic and 
sociological conditions that they are not yet susceptible of 
treatment by remedial legislation; however, certain other 
immediate causes were definitely recognized and to a large 
extent have been remedied. 

One of the immediate matters leading to the holiday being 
the progressive trend toward hoarding currency, attention 
was given to this phase by the Administration at once, for 
while the tendency was recognized as a result of conditions 
rather than a cause, nevertheless, it was a sjnnptomatic ail- 
ment which required prompt action. Under the Emergency 
Bank Act of March 9, 1933, and the Gold Reserve Act of 1934, 
the President and the Secretary of the Treasury took action 
to discourage and minimize hoarding by calling in the gold 
and gold certificates. The far-reaching and complex effects 
of this step need not be discussed here. It is sufficient to point 


SI For a complete text of the regulations of the Secretary of the Treasury, 
see Appendix at pagjes 117-132. 
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out that it was in pait diiected at, and a solution for, the 
trend toward the hoarding of both gold and currency. 

One of the paralyzing effects of hoarding is the withdrawal 
of cuxrency from the channels of commerce. It was thought 
necessary to piovide a moans by which new currency could 
be placed in circulation and for this purpose, the Federal 
Reserve Banks were authorized during the emergency to 
issue Federal Reserve Bank notes to be secured by at least 
an equal amount of collateral which could consist either of 
direct obligations of the United States or of notes, drafts, 
etc , acquired by the Federal Reserve Banks under the provi- 
sions of the Federal Reserve Act.®® Although these Federal 
Reserve Bank notes may no longer be issued, there remained 
in circulation in the latter part of 1936, approximately fifty 
million dollars of that form of cuireney. Certain other emer- 
gency provisions were made by which credit not previously 
provided for could be extended by Federal Reserve Banks. 

Reference has been made to the results of interlocking 
directorates and the close association of banks with affihates 
deahng in securities. It was recognized that one of the causes 
of the banking crisis was the fact that some banks were en- 
gaged in phases of business other than that of banking and 
were investing funds in speculative securities to an extent 
which jeopardized the depositors’ money. As a remedy for 
this, provisions were placed in the Banking Acts of 1933 and 
1935 limiting the interlocking control and interlocking busi- 
ness activities of member banks of the Federal Reserve Sys- 
tem and affiliates and subjecting these affiliates to supervi- 
sion.®® Also, certain provisions were passed limiting and 
supei vising interlocldng personnel, including directorates be- 
tween banks,®* between banks and public utilities,®® and be- 
tween banks and registered holding companies.®® Certain 
further restrictions also weie placed on deahng in securities 
by member banks, in that these dealings are now made subject 
by law to the regulations of the Comptroller of the Currency 
in both national banks and State banks which are members of 
the Federal Reserve System.®’ 

^ Title 12, U S. C , secs. 445 and 446 
*» Title 12, U. S. C, secs. 61 and 371c. 

84 Title 15, U. S C, see. 19. 

8* Title 16, U. S. C, sec. 825d (b). 

88 Title 15, U. S. C., sec 79 (q) (e) 

«T Title 12, U. S. C., sec. 24. 
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The wisdom of regulations issued by the Comptroller of the 
Currency and effective as of February 15, 1936 relating to 
“investment securities,” has been demonstrated. The objec- 
tive of the regulations was to prescribe sound investment poli- 
cies for national and State member banks of the Federal 
Reserve System which would in the future eliminate or reduce 
to a minimum the disasters of the past which were largely 
attributable to speculation in securities and the investment of 
funds of depositors in speculative issues. As a preliminary 
to the promulgation of the regulations in question, the office 
made a comprehensive study of the evils previously existing 
in investment policies of banks Similar studies were made 
by others. These studies indicated clearly that unsound in- 
vestment policies contributed largely to the bank collapse of 
March 1933. 

The Banking Act of 1933 prevents a bank from acting as 
medium or agent for non-banking corporations, firms or indi- 
viduals in making loans to brokers on the security of stock, 
bonds, and other investments.®* 

A very unsound practice which had evolved out of compe- 
tition between banks has recently been eliminated by the 
enactment of laws pertaining to the payment of excessive 
interest on deposit accounts. The Board of Governors of the 
Federal Reserve System has been authorized to regulate the 
interest which may be paid by member banks on time and 
savings deposits and such banks are prohibited from paying 
interest on demand deposits with a few exceptions.®* Simi- 
larly, the Federal Deposit Insurance Corporation has been 
directed by legislation to prohibit, by regulation, the payment 
of interest on demand deposits with certain exceptions in 
insured non-member banks, and it has been authorized to 
regulate the rates of interest which may be paid by such non- 
member State banks on time and savings deposits consistent 
with the contractual obligations of the banks to their deposi- 
tors “ 

One of the difficulties prior to the banking holiday related 
to the measure of control over the officers and directors of 
banks and the remedies available if the officers and directors 
persisted in continuing unsound banking practices. By virtue 
of the Banking Acts of 1933 and 1 935, the Comptroller of the 

8» Title 12, U S C., sec. 24. 

Title 12, TJ S C , secs. 371a, b and 461. 

« Title 12, U. S. C., sec. 264(v) (8). 
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Currency now has the power, after due warning, to refer to 
the attention of the Board of Governors of the Federal Re- 
serve System evidence of violations of law and unsound and 
unsafe banking practices in national hanks and the bank official 
who has persisted in the continuance of such practices may be 
lemoved from offiee.^^ Like power is conferred on the Fed- 
eral Reserve Agents of the twelve District Federal Reserve 
Banks as to officers of State banks which are members of the 
Federal Reserve System.^ 

Another important change in the law is in the Banking Act 
of 1933 (not to be confused with the Emergency or Bank Con- 
servation Act) pro\dding for the elimination of the assess- 
ment or “double liability” of shareholders.*® It was recog- 
mzed that this liability unless eliminated would constitute a 
major obstacle in rehabilitation as few would stand ready to 
invest funds for capital purposes in the circumstances, par- 
ticularly as in many instances banks were to be capitalized 
largely as a civic necessity. Further, some banks could be 
reorganized only through the action of many of their deposi- 
tors who would use a portion of the funds to be released in 
the reorganization in the purchase of stock and they naturally 
would be hesitant at assuming this extra responsibility. 

While recommending the elimination of the “double lia- 
bility,” the Comptroller felt that it was necessary to offset 
this loss of protection to creditors and as the result of his 
recommendation to Congress the Banking Act of 1935 con- 
tains provisions under which the surplus accounts of national 
banks are to be built up to an amount equal to their common 
capital.** 

"What may be termed the most important recent legislation 
designed to protect both the banks and the public is the Fed- 
eral Deposit Insurance Corporation provisions of the Bank- 
ing Acts of 1933 and 1935,*® whereby the deposits of each 
depositor in banks insured by that corporation are insured up 
to $5,000.*® 

When this legislation was suggested it met with consider- 
able opposition from some quarters. However, the people, the 
President and the Congress recognized that one thing above 

« Title 12, U.S C,sec 77. 

« Title 12, TJ. S. C , sec 77 

« Title 12, U. S. C., see 64a. 

« Title 12, TJ. S. C., sec 60. 

« Title 12, TJ. S. C., sec. 264. 
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all others required by the depositors, in the light of the dis- 
astrous series of bank failures prior to 1933, ivas the assur- 
ance that when they put inonev into a bank they could get it 
out again at any time and that in the event of the failure of 
the bank they would be piotccted. The principle of guar- 
anteed deposits is not new. Oui government recognized the 
principle when on June 25, 1910, President William Howard 
Taft advocated and secured the passage of the Postal Savings 
bill. No one denies that the full faith and credit of the 
United States is pledged to the return of every dollar in 
Postal Savings deposits The confidence of the people in such 
assurance is evidenced by the fact that from 1931 to 1933 
Postal Savings deposits increased from approximately three 
hundred and fiftv million dollars to over a billion dollars. 

Since the permanent insurance provisions of the Act have 
been in operation it has met with almost universal approval. 
Bankers and depositors alike recognize that it has eliminated 
the danger of runs occasioned by hysteria such as that which 
caused the downfall of innumerable banks prior to and dur- 
ing the banking crisis of 1933. 

Subsequent developments have proved conclusively that 
this legislation was both timely and wise. The record of sus- 
pensions of insured banks since the Federal deposit insurance 
fund became operative is interesting In the four-year period 
from January 1, 1934, when the insurance went into effect, to 
December 31, 1937, 127 insured banks with total deposits of 
approximately .$36,856,000 have suspended. Nine of these 
were national banks with deposits of $9,736,000 and 118 were 
State banks with deposits of $27,120,000. Approximately 89% 
of the deposits in these 127 insured banks were covered by 
insurance, offsets, security, or preferment and over 99% of 
the depositors were protected in full. On June 30, 1937, date 
of last bank call with figures completed, there were 33,941 
banks, with deposits of $48,802,185,000, insured by the Corpo- 
ration Of more than 50,000,000 depositors over 98% were 
fully covered by insurance, security or preferment. 

The percentage of insured deposits in banks ranges from 
1% in one bank to better than 99% in some of the smaller 
institutions and it may be that this fact will be given consider- 
ation in the provisions for assessments against insured banks, 
the proceeds of which go to augment the fund, available to 
meet the requirements of the Corporation to carry out the 
law. As the assessment feature stands under existing law, 
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assessments are levied on insured banks semi-annually in 
January and July at an annual rate of 1/12 of 1%.*’ Eack 
semi-annual assessment is for 1/24 of 1 % of average daily 
deposits of the insured bank, including uninvested trust funds, 
adjustment for uncollected items and other allowable deduc- 
tions during the six months ending respectively on the preced- 
ing December 31 and June 30.*® 

At least one bank has a minimum deposit requirement con- 
siderably in excess of the maximum $5,000 limit which the 
Coiporation insures so that only 1% of its total deposits are 
insuied, notwithstanding it pays into the fund under the 
assessment procedure at the same rate as a small institution 
with no account on its books in excess of $5,000, where 100% 
of the deposits are insuied. This situation has been met by 
the larger banks but, as stated, with increasing experience in 
the field of insuring bank deposits undoubtedly adequate pro- 
vision will be made to adjust these inequalities and at the 
same time afford the Corporation resources to meet the maxi- 
mum of liabilities which it might conceivably be called on to 
assume in the future. 

The Federal Eeserve System, comprised of 5,293 national 
and 1,064 State member banks, has 85.02% of the total de- 
posits of all insured banks, while the State banks and mutual 
savings banks which are not members of the Federal Eeserve 
System but which are insured by the Corporation, have 14.98% 
of the deposits. 

The balance sheet of the Corporation as of December 31, 
1937, (latest available) shows it to have total assets of 
$385,340,147, wdth total liabilities, exclusive of its capital 
structure, of $2,191,099, or a total capital structure of 
$383,149,048. Substantially all of this capital is invested in 
United States Government securities ($348,485,506) and the 
total capital, together with debentures which the Corporation 
is authorized to issue under the law in the amount of three 
times the amount of its capital, stands as a bulwark of pro- 
tection to depositors in insured banks. The margin of pro- 
tection provided in 1936 was practically the same as that in 
1935, and as shown by the above figures the margin of protec- 
tion has increased for the year 1937. 

Experience has shown in connection with the failures of 
insured banks since the formation of the Corporation that 

"Title 12, U. S. C., sec. 264(Ii)(l). 

“ Title 12, U. S. C., sec. 264(li) (2) 
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no longer does a cornmnnity undergo convulsive excite- 
ment nor do depositors in the affected bank go about with 
blanched faces seeking to determine how they will be able to 
carry on their own affairs because of the bank’s failure. They 
know that the Corporation will move in promptly and make 
available to them the total of their funds up to the $5,000 
covered by insurance and that their business may move on 
and that their own financial affairs will not be materially 
hampered. They know that their savings will no longer be 
lost to them by reason of the failure of banks and they feel 
that in this one piece of constructive legislation the very foun- 
dation of our financial structure has been made secure. 

Although depositors and bankers all over the country have 
enjoyed the benefits of this legislation few realize the enor- 
mous amount of work involved in framing the legislation and 
setting up the machinery by which the insurance provisions of 
the Act could be carried out. The Banking Act of 1933 pre- 
scribed that the Corporation should have three directors, the 
Comptroller of the Currency and two others to be appointed 
by the President.*® The effective date of the insurance provi- 
sions of the Act was January 1, 1934. Prior to that time all 
nonmember State banks seeWg to qualify for the insurance 
had to be examined in order to establish to the satisfaction of 
the Corporation that they were solvent and qualified for the 
benefits of the Act. The preliminary work incident to such 
examination could not await the selection and qualification of 
the two remaining directors. Therefore the program for put- 
ting into effect the provisions of the Act including the making 
of the preliminary examinations was developed under the su- 
pervision of the Comptroller of the Currency and was sub- 
mitted by him to the President who approved it. When the 
other two members of the Board of Directors, Walter J. Cum- 
mings and E. C. Bennett, were appointed and qualified on 
September 11, 1933, the program was approved by the Board 
as its first official act after organization. The examinations 
were begun shortly thereafter. 

It will be appreciated that in order to assure the success of 
this far-reaching reform measure it was extremely important 
that adequate examinations be made of all non-member State 
banks seeking to qualify under the provisions of the Act. 
Experienced national bank examiners were selected to co- 

« Title 12, U. S. C., sec. 264(b). 
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operate vitli the State Banking Commissioners and Super- 
visors. Men vrho were faimliar with the values in each State 
were assigned to this important task. Every man from the 
forces of the District Chief Xational Bank Examiners who 
could possibly be spared was utihzed in this examination pro- 
gram. 

Full cooperation was received from the State Banking au- 
thorities throughout the Nation and before midnight Decem- 
ber 31, 1933, every State bank had been examined. As a 
result 6,978 nonmember commercial State banks were ad- 
mitted to the insurance fund when the Corporation began 
business on January 1, 1934. It was an herculean task and 
could have only been accomplished in so short a time by the 
complete cooperation of the State authorities and the full use 
of the resources of the Examination Division of the Comp- 
ti oiler’s Office. 



CHAPTER IV 


Conservation 

Referring again to the provisions of the Emergency Bank 
Act, it should be made clear that the Comptroller’s office was 
not technically charged with the duty of regulating national 
banks during the holiday period. But, from the moment a 
conservator was appointed for such a hank, it was no longer 
subject to the regulations promulgated by the Secretary of 
the Treasuiy and the burden of administering these con- 
servatorships fell upon the Comptroller ’s office. 

The problems of the office may be summarized as follows ; 

First, Reorganization: This covered the disposition of 
the 1407 national banks and ten State banks in the District 
of Columbia, with impounded deposits of $1,922,698,738.®“ 

Second, Recapitalization: This covered the strengthen- 
ing of the capital stiuctuie of the licensed national banks, 
where necessary, to provide adequate ratio of capital to 
depositors’ funds, and protection if needed, against 
acceptable but somewhat slow loans in some of those 
banks. 

Third, Liquidation: This covered the 1070 receiverships 
existing as of March 15, 1933, with remaining liabilities 
of $599,800,000, and such other banks as it might be sub- 
sequently found necessary to liquidate through receiver- 
ship. 

A comparatively small staff of men was detailed to formu- 
late plans and perfect an organization to administer the pro- 
visions of the Act, as applied to banks for which conservators 
would be appointed. It was seen that the work would fall into 
two types ; i. e., administration and reorganization. 

The first conseivator of a national hank was appointed a 
few minutes after midmght on the morning of March 13, 1933, 
the bank being the Harriman National Bank and Trust Com- 
pany of New York. It wiU be recalled that the Emergency 

For final disposition of banks m Reorganization, see table in Appendix 
at page 87. 
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Bank Act was passed on March 9, 1933. The initial plans for 
the administration of the Emergency Bank Act had to be 
blocked out by this small staff of men in the short space of 
four days, in addition to performing other duties incident to 
the holiday and rehcensmg activities. 

An unimportant but amusing controversy arose as to the 
coriect pronunciation of the word “conservator.” Many con- 
tended that the generally accepted meaning of the title is “one 
who protects and administers the affairs of an incompetent” 
and the woid when used in that connection was pronounced 
with the accent on the thiid syllable and a long “A.” The 
broader definition of the word, however, is “a preserver of 
things corporeal.” Secretary of the Treasury Woodin re- 
solved this difficulty by announcing that the word “conser- 
vator” should be pronounced with the accent on the second 
syllable because a conservator of a national bank was an 
entirely new “critter.” 

So far as possible, men tiained in the supervision of le- 
ceivers in chaige of insolvent national banks were drafted 
from the Insolvent Division of this office and experienced 
field receivers, cleiks and attorneys were brought to Wash- 
ington as personnel of the Conservatoiship Division. 

The first task of this Division, after necessary quarters 
weie acquired in an office building ad,iacent to the Treasury, 
was to appoint conservators for the unlicensed national banks. 
There had not been, prior to the Emergency Bank Act, an 
agent of the Comptroller known as conservator. 

The terms “conservation” and “conservator” contem- 
plated a conservation of both assets and good will of the bank 
pending a proper disposition of its affairs. It was the view 
of the office, concurred in by the other authorities, that such 
conservation, particularly of good will, could be had to the 
greatest degree through the appointment, where possible, of 
an officer or director of the bank under consideration. 

Pending the selection of persons suitable to the needs in 
these appointments, the banks were in charge of their direc- 
tors and officers subject to the regulations of the Secretary. 

The necessary investigation of each person who was con- 
sidered for these positions was generally made by the staff 
of this Division which was in almost constant communication 
with the District Chief National Bank Examiners for the pur- 
pose of deciding in each case the person best fitted for the 
appointment as conservator. Every effort was made to ap- 
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point an officer who would be best able to bring about or at 
least assist in the reorganization of the institution Other 
factors considered were the past records of the persons con- 
sidered, their age, integrity, the likelihood of their cooperat- 
ing with this office and their domination or lack of donnnation 
by adverse influences. Eleven hundred and five conservators 
were appointed for the unhcensed banks. Instructions were 
issued as quickly as possible to these conservators advising 
them concerning their duties. 

There was no precedent in either America or England for a 
general banking Moratorium or for a statute comparable to 
the Emergency Bank Act. Thus, instructions to conservators 
had to be drafted without the aid of legal precedents. 

In drafting regulations and instructions, the Conservator- 
ship Division also had to bear in mind that most of the con- 
servators were executive officers of their respective banks and 
could not readily adjust themselves to the transition which 
had taken place with respect to the status and control of their 
banks. 

While the legal problems arising in determining rights, lia- 
bihties, duties, and responsibilities were somewhat compa- 
rable to the problems which had arisen and had been judicially 
determined in insolvent national banks, the Emergency Bank 
Act conferred upon the conservators, theoretically at least, 
powers which were not inherent in receivers appointed for 
purposes of liquidation. In other respects, conservators had 
less power than did receivers. It was, therefore, extremely 
difficult in some cases to draw the line between the functions 
of conservation on the one hand and liquidation on the other. 
For example, it is the duty of the receiver to liquidate expe- 
ditiously and economically in such a way as to bring about the 
greatest possible return. On the other hand, the primary duty 
of the conservator is not to liquidate but to conserve the 
assets. In some instances, however, it was found best for the 
conservator to liquidate immediately rather than to risk fur- 
ther declines in value. To a large extent, this problem found 
its solution in the fact that property values and security 
prices had reached a low point and nothing could be gained 
by liquidating. On the contrary, it was in most cases advan- 
tageous to hold the assets intact until it could be determined 
whether the bank could be reorganized or would have to be 
liquidated. 
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It was not always easy to determine what were “necessities 
of life” for which withdrawals should be authorized. Many 
amusing contentions were made in support of requests for 
withdrawals. In one instance an elderly gentleman of ap- 
proximately eighty-seven years of age requested the conser- 
vator of a small bank in a midwestern town for permission to 
withdi'aw funds. Upon being questioned by the conservator 
regal ding the real necessity for the funds, the old gentleman 
stated that he needed “tobacco money.” He was told by the 
conservator that tobacco was not ordinarily considered a ne- 
cessity of life, and in the same category as food, clothes, medi- 
cine, and fuel. The old gentleman became very indignant and 
proceeded in no uncertain terms to have the conservator 
understand that he had used tobacco practically all of his life, 
and that tobacco certainly was a necessity wMch he did not 
piopose to try to live without. He further stated that meat 
and bi ead to some people might be considered necessities but 
to him such “luxuries” came after tobacco. Incidentally, he 
had a comparatively laige deposit account, and the conser- 
vator was authorized in deference to the old gentleman’s age 
and strong feeling in the matter to disburse a reasonable 
amount in order that he might have the “necessities of hfe,” 
without making any particular reference to tobacco as consti- 
tuting a necessity. 

It was the purpose of the Comptroller of the Currency to 
administer the conservatorship banks in a manner to avoid 
giving any depositor preference and at the same time to exer- 
cise a sympathetic understanding with the needs of each par- 
ticular community. It was necessary to give careful consider- 
ation to the specific requests for withdrawals and it was not 
possible to comply with some. For instance, on one occasion 
an Italian organ grinder commumcated with the office by tele- 
phone to say that his monkey had died and he wanted the office 
to instruct his bank to release enough money from his account 
to cover the purchase of another monkey. "When he was in- 
formed that this could not be done, he insisted that we buy his 
grind-organ so that he could go into some other business. Un- 
fortunately for him, this office was not in the market for grind- 
organs. 

Salaries for conservators and their clerical staffi had to be 
fixed by the office. In this connection one Irish conservator 
wrote in stating that he lived seven miles from the bank and 
figured that driving the distance four times a day (he lived in 



32 


Banks Under Roosevelt 


one of the smaller communities where the noon-day meal was 
a major function of life) cost him $15.00 per month, and he 
wanted that much of an increase in salary. A postscript on 
his letter was to the following effect : ‘ ‘ Mr. 0 ’Connor, do you 
think this is too much for one Irishman to ask of another?” 

Another humorous, although slightly demoralizing incident 
happened in the office. One visiting banker had brought his 
twelve-year-old son with him. The youngster was discovered 
prepaiing to sail an airplane out of the window which he had 
made from the mail on one of the desks. The document was 
retrieved in time, much to his dismay. 

It can be stated, however, that every situation was dealt 
with, so far as was humanly possible in the light of the infor- 
mation available, strictly on its meiits and without regard to 
personal feeling or favoritism. 

In many banks it was imperative that some ratable distii- 
bution be made because of the diastie needs of the community. 
Rules and instructions which had to be drawn up and issued to 
these conservators were of necessity quite involved and de- 
tailed. Many factors had to be taken into consideration. 
Could a depositor be refused the right to withdraw the per- 
centage permitted to depositors generally if he was indebted 
to the bank on a note, was possibly subject to future stock 
assessment or directors’ liability, or had obtained a prefer- 
ential or illegal withdrawal before or during the holiday? 

A very important fundamental question to be determined 
in connection with each bank in conservatorship was: What 
was its official closing date? It was important to arrive at a 
determination of this question for many reasons, among them 
being ■ When did the rights of creditors become fixed in gen- 
eral,®^ and more specifically for the purposes of terminating 
the liability of the transferor of bank stock,®® of terminating 
the authority of the bank to convert collections into deposits,®® 
of establishing the date as of which offsets should be made,®* 
of determining the date when interest should cease to accrue 
on deposits or other interest-bearing liabilities of the bank,®® 

6* See Daly Brothers v Stckman, 61 W L R. 802 ; In Be Sattam, 6 F. 
Supp. 376; Pestcoe v Stxth National Bank (Pa.) 171 A 302 

See Eellawell v Ingraham, N. T. L. J. Dec 1936. 

See Lee County Bank and Trust Company v Smith, 161 So. 423. 

See Hudson u. Thomas, 6 P. Supp 857 ; State v. Hagerstown Bank dt 
Trust Company (Md.) 181 A. 678; Zimmerman v. Grendel Mitts (S. C.) 
183 S. E. 162. 

See Douglass v Thurston County, 86 F. (2d) 899; Fash v. First Natl. 
Bank, 89 F. (2d) 110. 
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and of determining whether or not any illegal preferences in 
the form of withdrawals had been permitted?®® 

In order to answer these it was necessary to determine the 
“official closing date” of each particular bank. To fix this 
“official closing date” it was necessary to ascertain the exact 
moment when the bank actually closed and just why it closed. 
Foi example, if the bank closed or lestricted withdiawals by 
act of its board of diiectois without any authority from the 
Comptrollei, then it had definitely committed an act of insol- 
vency. This fixed the official closing date of such a bank as of 
the moment such action was taken. On the other hand, if the 
bank closed puisuant to a Governor’s proclamation or an 
order issued by the State banking authoiities, it became neces- 
sary to ascertain to what extent such official action would be 
applicable to the national bank and the effective date of that 
action. Eepoits from bank officials and conservators, legis- 
lation of the various States, Goveinoi’s pi oclamations and 
oiders issued by the State supervisory authoiities had to be 
examined, anah'zed, and interpieted. 

It was necessary to decide whether or not depositors who 
had made withdiawals duiing the holiday under the regu- 
lations 01 otheiwise could be required to lestore the amounts 
so withdrawn to the extent necessary to place them on a 
paiity with depositois who had not withdrawn funds during 
the moratorium. It was not the intention of the President, 
the Congress, or the Secretary of the Treasury to peimit a 
privileged few to withdraw their deposits during the holiday 
to the prejudice of those whose needs were not so urgent as 
to bring them within the scope of the i egulations. A general 
rule to this effect, however, had to be qualified with several 
exceptions. For example, if a County treasurer had with- 
drawn money for payroll purposes duiing the holiday from a 
deposit account foi which secuiity valued in excess of the 
amount of the account had been pledged in due course by the 
bank, restoration was not necessary as no actual preference 
lesulted. The deposit would be payable in full in order to 
reclaim the pledged collateral; also, if a depositor owed the 
bank $10,000 and withdrew one-half of his $10,000 deposit, he 
would not be required to restore the amount of the withdrawal 
if he paid his indebtedness because the entire deposit account 

See Smith v Baldwin, 69 F. (2d) 390 ; Hardee v, Washington Loan dt 
Trust Company, 91 F. (2d) 314; Mechanics Universal Joint Company v 
Culhane, 299 U S 51; Kullman <& Company v. Woolley, 83 F (2d) 129. 
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would be subject to an offset against bis $10,000 note. There 
were several other qualifications or exceptions. 

Another important decision which had to be made was the 
extent to which a bank in conservatorship could continue to 
operate its trust department. 

The passage of the Federal Reserve Act on December 23, 
1913, giving national banks the right to engage in certain 
fiducial y activities had brought a new problem into national 
bank receivership administration. This also applied to banks 
in conservatorship with additional complications. 

The Federal Reserve Act specifically provides for the segre- 
gation of all money or property hold in any fiduciary capacity 
from the general assets of the bank and requires that funds 
deposited or held in trust by the bank awaiting investment 
must be carried in a separate account and not used by the 
bank in the conduct of its business, unless it shall first set 
aside in or pledge to the trust department United States 
bonds or other approved securities. In the event of failure, 
the owners of funds held in trust for investment have a lien 
on the bonds or securities so set apart in addition to their 
general claims against the assets of the bank. 

It will be appreciated that these trust estates must be ad- 
ministered in accordance with the particular instrument of 
trust relating to the individual estate and generally in accord- 
ance with the organic laws of the State in which the bank is 
located. 

Of the total number of national banks placed in charge of 
conservators it was found that 345 of the banks had trust 
departments with trust assets of an aggregate value of ap- 
proximately three hundred seventeen rmllion dollars involv- 
ing over sixteen thousand fiduciary relationships and count- 
less beneficiaries The final disposition of the affairs of the 
trust departments was a matter of vital importance and con- 
stituted one of the major problems facing the office of the 
Comptroller of the Currency during this trying period of our 
banking history. It was earnestly desired that trust bene- 
ficiaries might experience the minimum of hardship and in- 
convenience during the period of conservatorship and that 
the enviable reputation gained by corporate fiduciaries as a 
result of years of faithful, conscientious, and economical ad- 
ministration of trust relationships might not be jeopardized. 

Theoretically, the trust department of a national bank, if 
operated in strict conformity with the existing regulations, 
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would not be subject to the vicissitudes of the bank as a whole 
and could continue to function in a normal and unrestricted 
manner m the unlicensed banks without regard to the ultimate 
disposition of the commercial affairs of the bank. In practice, 
how'ever, it could not be presumed that such an ideal condition 
existed in a conservatorship bank. It, therefore, was neces- 
sary to ascertain the true condition of the trust department of 
each bank, together with the exact condition of each separate 
trust account, in order to determine the extent to which each 
bank could be authoiized to resume normal trust operations 
or the nature and extent of the lestrictions, which in some 
instances, had to be imposed in order that each trust account 
might receive the same fair and impartial treatment. 

In the mam, the office informed itself as to trust department 
activities from the reports of examiners but in more than one 
instance it was found necessary to have special audits made 
in ordei to ascertain wffiether the bank had contingent liabili- 
ties in connection with these several trust estates which might 
prove dangerous if not provided for adequately in a reorgani- 
zation plan. 

It was realized that some time would be required to defi- 
nitely deterrmne these matters and that trust departments 
should be permitted, in the interim, to continue their oper- 
ations with as little restriction as the individual circumstances 
would permit. Conservators were given complete instructions 
as to the segregation of transactions occurring prior and sub- 
sequent to the closing of the bank, and the operations of trust 
functions on a restricted basis. 

After determining the preliminary powers to be given con- 
servators, it became necessary to decide whether these trust 
departments should be liquidated or their administration con- 
tinued. It had long been the established polie3'' of the Comp- 
troller of the Currency, in connection with trust departments 
of national banks in receivei ship, to permit the receivers of 
such banks to continue the exercise of trust functions only so 
long as was necessary pending resignation of the receiver as 
fiduciary and the subsequent transfer of the trust property to 
a duly appointed and qualified fiduciary for each trust estate. 

In accordance with his interpretation of the legislative in- 
tent of Congress, as expressed in the Bank Conservation Act, 
the Comptroller of the Currency took the position that the 
Conservator succeeded to the rights and duties incident to the 
execution of trusts, of which the bank was trustee at the time 
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of the appointment of the Conservator. While it may be 
remarked that “good will” is not ordinarily an asset in the 
hands of a receiver, since the continuance of the business of 
hanking is definitely at an end and hquidation begun, the 
opposite might be clearly true in the ease of a Conservator. A 
tiust department and the “good will” of its customers aie 
certainly assets of the bank in matters of reoi ganization oi 
relicensiiig The adnnmstiation of tiust estates was con- 
tinued in these conservatoiship banks as fully as practicable, 
dependent upon the actual condition of the tiust department. 

As in the case of receivers, all conseivators were bonded 
with sureties approved by the office, and in but few instances 
was the trust imposed on them through these appointments 
violated, making it neeessaiy for this office to seek recourse 
against their sureties. 

It can readily be appreciated in the light of the problems 
confronting the Conservatoiship Division which had been 
built up veiy lapidly by recruiting available men from all 
over the Country, that it was necessary to adopt some means 
of developing a uniformity of interpretation of the various 
regulations and policies in answering the multitude of ques- 
tions propounded by the newly-appointed conservators, the 
officers and directors of banks, depositors and the general 
public. This was achieved through a series of meetings which 
were held for the attorneys and general correspondents of the 
Conservatorship Division, at which lectures were given by the 
members of the staff more highly trained in the work By 
this concentrated educative process, all of the members of the 
staff were acquainted with the policies adopted, the reasons 
therefor, the correct legal interpretations of the various regu- 
lations, and the proper solution of the “class” questions which 
arose. 
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Reorganization 

As soon as practicable after the President’s Proclamation 
declaring the banking holiday and the enactment of the Emer- 
gency Bank Act, insti notions were prepared and issned to the 
District Chief Xational Bank Examiners for exannnations of 
all nnhcensed national banks located in their districts. 

Perhaps it is not realized that the purpose of regular exami- 
nations of going banks by national bank examiners is to ac- 
quaint the Comptroller of the Currency with the condition of 
the banks from the standpoint of solvency, liquidity, and man- 
agement, and the reports are prepared from that standpoint. 
Detailed audits of their affairs and verifications of their loans 
and deposit liabilities by contact with customers would be pro- 
hibitive principally because of the element of time which would 
be required. Further, such procedure is not considered neces- 
sary as a general rule and if attempted would undoubtedly 
tend to induce excitement among the customers and might 
bring about the closing of a bank no matter how excellent its 
condition. 

However, it was felt that the unlicensed banks, being 
already closed, should be given a more comprehensive exami- 
nation in order that plans could be developed whereby they 
would be reopened as newly-organized or going banks with 
sufficient good and liquid assets to insure future successful 
operation as well as to meet immediate withdrawals to care 
for individual needs in the communities. As illustrative of 
the distinction here made, it is well to refer to a portion of 
President Roosevelt’s radio address of March 12, 1933,®’’^ 
wherein he stated : 

“First of all, let me state the simple fact that when you 
deposit money in a bank the bank does not put the money 
into a safe deposit vault. It invests your money in many 
different forms of credit — ^bonds, commercial paper, mort- 
gages and many other kinds of loans. In other words, the 
bank puts your money to work to keep the wheels of indus- 

®'^ror complete text of Pr^ident’s radio address, see Appendix at pages 
100-104. 
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try and of agricnltnre turning around. A comparatively 
small part of the money you put into the bank is kept in 
currency — an amount which in normal times is wholly 
sufficient to cover the cash needs of the average citizen. 
In other words, the total amount of all the currency in the 
country is only a small fraction of the total deposits in all 
of the banks. ’ ’ 

Besides the considerations to be given liquidity, accepta- 
bility of assets, and management, it was necessary to ascer- 
tain the needs of the particular community for the facilities 
to he made available through the reorganization or licensing 
of the bank and the possibihties of its future success. It was 
also necessary to determine in the case of these unlicensed 
banks operating trust departments whether it would be desir- 
able to provide in the reorganization plan for the continued 
operation of trust departments or whether the bank in ques- 
tion should divest itself of this function because of the lack of 
volume or the inability to supply experienced trust officers. 

As in the case of the Conservatorship Division, it was neces- 
sary to provide space for the personnel of the Reorganization 
Division, which fortunately was available in the same office 
building immediately adjacent to the Treasury. 

For some eighteen or twenty months prior to the banking 
holiday, there had been assigned to the Insolvent Division 
two or three national bank examiners for the purpose of re- 
organizing, where possible and desirable, banks for which 
receivers had been appointed. There were in Washington at 
this time also one or two national bank examiners who some 
months before had been detailed to the Reconstruction Finance 
Corporation for that Corporation’s needs in considering ap- 
plications for loans from banks. These men, together with 
one or two employees who were lent, so to speak, to the office 
by other governmental agencies formed the nucleus of the 
Reorganization Division. To this personnel was added na- 
tional bank examiners and a few former national bank exam- 
iners, including some who were active bank officers lent by 
their banks to assist this office. These men were brought to 
Washington from all sections of the United States, and each 
had had considerable prior experience in the reorganization 
of banks while in the field service. TMs force was subse- 
quently augmented by a number of assistant national bank 
examiners who were used in certain phases of the work as the 
program developed. 



Eeorgaxizatioit 


39 


So far as practicable, these members of tbe staff considered 
banks located in areas of tbe United States with wbicb they 
were most familiar for the reason that in the course of reor- 
ganization proceedings, problems arising out of banking prac- 
tices peculiar to the different sections of the country could be 
best handled by one with a sjTnpathetic understanding of 
those problems. 

The statutorv authoritv for these reorganizations and the 
procedure followed is found in the Bank Conservation Act of 
March 9, 1933, Section 207, which gives the Comptroller of 
the Currency the power to put into effect reorganization plans 
when assented to by shareholders owmng two-thirds of the 
outstanding capital stock or depositors and other creditors 
owning 75% of liabilities or both, provided he is satisfied in 
each ease that the plan of reorganization is fair and equitable 
as to all depositors, other creditors, and stockholders and is in 
the public interest.®* The Comptroller’s approval is a statu- 
tory prerequisite to every such reorgamzation.®* 

With all available space jammed with delegations of deposi- 
tors, bank directors, attorneys and bank officers, each desiring 
to get his own bari opened, the situation can not be easily 
described. 

Many problems which came under the general heading of 
“policy” had to be decided by those in authority. The work 
of the Division was largely new, being governed by a law only 
recently enacted, and was staggering for the available per- 
sonnel. The Deputy Comptroller in charge and the Chief of 
the Division were sorely pressed to find time between confer- 
ences, telephone calls and passing on emergency matters, to 
study the many problems and establish a general policy to 
be followed. Many of the general policies were established 
gradually in dealing with individual cases as they arose 
Actually, the major policy as to each proposed reorganization 
was established by ascertaining the answer to three general 
questions ; Was the proposed plan fair and equitable to credi- 
tors? Could the bank be reopened speedily under the pro- 
visions of the plan being proposed? Were the conditions such 
as to indicate that the bank could operate successfully in the 
future? 


This provision of the Statute was held constitutional in MtUer u. National 
Chautauq^ua County Bank, 270 17. Y. S. 522. 

The Comptroller of the Currency is justified m refusing to approve a 
plan which is inequitable to the depositors and creditors, Cooper v, Woodm, 
72 F. (2d) 179. 
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Mucli of the time of the personnel of the Eeorganization 
Division was consumed in attempting to convince the repre- 
sentatives of some of the closed banks, particularly the oflS- 
cers, directors and stockholders, that the plan of reorgani- 
zation proposed by them was unacceptable in that it was 
unfair to creditors. Directors and principal shareholders in 
a considerable number of cases presented and argued for 
plans of reorganization which provided that the depositors, 
through waiving a portion of their deposits, would not only 
lestore the bank to solvency but also restore the shareholders’ 
investments. In those cases, it was necessary, first, to elimi- 
nate the proposed plan, and, second, to develop a feasible 
plan which nught be quickly cai ried out. As was done in the 
Conservatoiship Division, intensive training was given the 
newly drafted peisonnel through a senes of lectures in which 
major policies woie discussed and put into operation. 

Notwithstanding these trying conditions, ways and means 
■were devised to obtain completely adequate examinations and 
to give careful considei ation to the pioblems. These were 
followed by the development of, and the giving of directions 
for, the completion of reorganization plans in many of these 
banks and a full determination of the cases where reorgani- 
zation was not feasible or possible 

Generally speaking, it can be said without any hesitation 
that by far the majority of the bankeis who conferred with 
representatives of this office relative to the reorganization of 
their banks were extremely anxious to render aid and assist- 
ance in the rehabilitation program Many of them were will- 
ing to turn over their last dollar rather than see their friends 
and tlieii depositors lose money in their banliis 

One impressive incident evidencing this feeling can be re- 
lated During the several months immediately following the 
holiday, when the reaction against bankers was at its height, 
many letters were received by the Comptroller’s office calling 
attention to the failure of a national bank in a certain com- 
munity to receive a license. They all contained the most 
vicious attacks upon the bank’s president. One day that presi- 
dent came with a group to Washington to confer with repre- 
sentatives of this office concerning the bank. One could not 
help but be curious to see the kind of a man who was draw- 
ing such condemnation. He was past seventy years of age, 
slight of stature, and mild of speech. In substance he said, 
“My bank is closed. I live in a good community. The people 
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are honest and I want my bank reopened.” He then placed 
upon the desk a brief case and said, “In that bag is every- 
thing I own, all my securities, including my life insurance 
policy which I thought I might save for my wife so that she 
might have something when I die ; she is as old as I am, but 
I have her consent that you can take that too. You know, to 
leave a good name in my community where I have lived all my 
Kfe is more important to me than money.” He was immedi- 
ately referred to the Chief of the Reorganization Division who 
heard the leader of the group in his attack on the bank presi- 
dent. "When he stood up to make his reply and the tender of 
his personal fortune, the old gentleman slumped suddenly to 
the floor without speaking a word. He was taken unconscious 
to the hospital where he died that night. His body was sent 
home the next day. 

Another outstanding emdence of the feeling of responsi- 
bility of bankers to depositors, much more prevalent than may 
be generally appreciated, relates to a small national bank in a 
mid-western State. This bank was established and for many 
years personally owned and operated by one family. Of this 
family, one son with a legal education established a successful 
law practice in New York City. The other son remained with 
his father in the bank. At the death of the father, the real 
estate was inherited under the terms of his will by the son 
located in New York City, while the bank stock was left to the 
son who was then president of the bank. 

At the time of the banking holiday, the bank was capitalized 
at $25,000, consisting of 250 shares with a par value of $100 
per share. The banker son at that time owned 142 4/7 shares 
upon which the assessment liability would amount to a little 
more than $14,250. The New York City son owned 5 6/7 
shares representing a possible statutory assessment liability 
of slightly less than $600. The deposit liability of the bank 
amounted to about $66,000 and the assets, as appraised in 
conservatorship, indicated a value sufiicient to pay about 66% 
of the deposit liabilities. This estimate, however, did not in- 
clude any value to be assigned to the stockholders’ statutory 
liability. 

In order to prevent loss to the creditors, all of whom were 
life long neighbors and friends, the New York City brother 
purchased for cash all outstanding claims after the receiver 
had paid a small initial dividend. In this purchase, this 
office is certain that he paid the full principal amount of the 
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claims. After having acquired all claims, the receiver’s cer- 
tificates were delivered to the receiver for cancellation. De- 
ducting the full appraised value of the assets, this procedure 
cost the New York City brother approximately $25,000 which 
is to be compared with slightly under $600 the receiver could 
have collected from him through legal enforcement of the 
statutory assessment liability. Obviously, the stock assess- 
ment liability of the brother whose principal assets consisted 
of the stock of the bank would have been substantially worth- 
less. Of course, part of the motive of this plan might have 
been to save the brother from having this large assessment 
levied against him as some recompense for the division of 
property made by the father but the evidence indicates that 
the real motive was to protect the depositors and creditors of 
the bank. 

There were three major methods or plans of reorganization 
available for consideration in connection with the unlicensed 
national banks. Such plans had been evolved through the 
prior experience in the reorganization of banks for which re- 
ceivers had been appointed in past years. These plans were 
commonly known as “capital correction plans,” “creditor 
waiver plans,” and “Spokane sale plans.” All completed 
reorganizations were perfected on some one of those plans. 
Variations as to detail were used to meet particular circum- 
stances. 

Before discussing these plans in detail, it may be well to 
state that these unlicensed banks are referred to as “reorgan- 
ized” in every instance where, after proper steps had been 
taken, the bank was licensed under its old charter or a newly- 
organized bank succeeded it. It is also proper to call atten- 
tion to the fact that both the Examining and Organization 
Divisions had to function in connection with the investigation 
incident to the charter where new banks were to be utilized. 

The “capital correction plan” was utilized only in those 
instances where the losses or unacceptable assets to be elimi- 
nated were not in excess of the total of the capital, surplus 
and undivided profits of the bank, in other words, where only 
the capital structure was impaired. Reorganizations of this 
type merely meant the elimination of the losses and unaccept- 
able assets through a charge against the capital accounts and 
the restoration of capital through contributions by stock- 
holders or others interested in the reorganization of the bank. 
In many instances, the aid of the Reconstruction Finance Cor- 
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poration was utilized through the medium of the purchase of 
preferred stock which the national banks were now permitted 
to issue and the Reconstruction Finance Corporation per- 
mitted to purchase under the provisions of the Bank Conser- 
vation Act. 

In those eases where rehabilitation was perfected by the 
shareholders of record before suspension, the eliminated 
assets were held by the bank as charged-off assets and any 
collections therefrom were to be credited to the profit account 
of the particular bank. In the other instances where new com- 
mon shareholders participated in the rehabilitation, the elimi- 
nated assets were transferred to trustees to be liquidated by 
them for the benefit of the old stockholders. This latter type 
of “capital correction plan” was made operative by Sec- 
tion 207 of the Bank Conservation Act,™ which provides that 
when shareholders owning two-thirds of the outstanding stock 
assent to the plan, it becomes binding on all shareholders. Of 
the 1,417 unlicensed banks, 292 were reorganized in this man- 
ner, of which 244 were completed during the remainder of the 
month of March, 1933. That phase of the program was, rel- 
atively speaking, quickly completed. 

The “creditor waiver” type of reorganization had been 
used prior to the banking holiday in a number of cases but 
before the passage of the Bank Conservation Act such reor- 
ganizations were exceedingly difficult for the reason that 
there was no provision of law by which non-assenting credi- 
tors could be required to abide by the terms of the reorgani- 
zation. As a general rule it had been the policy of the office 
to approve reorganizations of this type only when creditors 
owning in excess of 90% in amount of the hank’s liabilities 
assented to the plan. It was, of course, necessary to pay in 
full non-assenting creditors asserting their claims. After the 
enactment of the Bank Conservation Act it was no longer 
necessary to pay non-assenting creditors in full, provided that 
shareholders owning two-thirds of the outstanding shares of 
stock and creditors owning 75% in amount of the liabilities of 
the bank assented to the plan. 

This type of reorganization was employed in a number of 
cases where it appeared that the appraised value of the assets 
or resources of the bank was less than the liabilities of the 
institution, exclusive of its capital structure. It was neces- 
sary, therefore, that a new capital structure be supplied and 

60 Title 12, TJ. S. C., sec. 207. 



44 


B4XKS Ujtder Eoosevelt 


provision iiiado for the eliniinatioii of a portion of the liabili- 
ties. To accomplish this, the general creditors of the bank 
executed waivers of a percentage of their deposits for and in 
consideration of the transfer of the undesirable assets to trus- 
tees to be liquidated for the benefit (1) of those executing the 
waiver agreements, as well as those bound thereby and (2) for 
the benefit of the old shareholders. The book or carrying 
value of the assets so transferred to the trustees of the waiv- 
ing depositors is equal to the aggregate amount of the deposits 
waived, plus the old capital structure of the bank 

In some instances the capital structure was restored by the 
old shareholders, in others it was restored by some old share- 
holders and some new. In many instances, the new share- 
holders consisted of general creditors who utilized a portion 
of the funds which would be released to them through the 
reorganization for the purpose of purchasing the stock for 
which they were providing In other cases, it was considered 
desirable to organize an entirely new bank rather than attempt 
to rehabihtate the bank under its old charter. The Eecon- 
struction Finance Corporation assisted in the capitalization 
of these banks by purchasing preferred stock. 

Where the proceeds of creditors’ waivers were utilized for 
reorganization purposes, the eliminated assets were trans- 
ferred to three trustees selected by the creditors who accepted 
such eliminated assets under the provisions of a trust inden- 
ture approved by this office. The terms of these indentures 
provided that the assets were to be held and liquidated by 
such trustees, first, for the benefit of the waiving creditors 
and, second, for the benefit of the shareholders of record as 
of the date of suspension. The trustees served without salary 
and were not permitted to borrow money upon the security of 
the trusteed assets. Inasmuch as the general effect of this 
procedure was the purchase from the bank by the creditors of 
a given amount of unsatisfactory assets, it followed that 
neither the trustees nor the assets so eliminated remained in 
any way under the supervision of the Comptroller of the Cur- 
rency or the reorganized bank. The trustees were bound 
solely by the terms of the trust indenture subject to the laws 
of the State in which the bank was located. 

In this method of reorganization, the Eeconstruction Fi- 
nance Corporation played an important part. Where a bank 
had a substantial amount of otherwise undesirable but sound 
assets, a loan was negotiated from the Eeconstruction Finance 
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Corporation and tkose assets pledged as secnrity. The pro- 
ceeds of this loan were used in the reorganization program 
and when the unacceptable assets were transferred to the 
trustees, the transfer was made subject to the lien of the Ee- 
construction Finance Corporation. In some eases, it was the 
duty of the trustees to retire the loan from the proceeds 
of liquidation before any distribution could be made to the 
waiving ereditois. Due to the limited time in which to ap- 
praise the assets classed as acceptable for retention, the new 
or reoiganized bank was in every instance given the right to 
substitute assets which had been retained for any assets 
which were transferred to the trustees for the waiving credi- 
tors, subject, of course, to the prior right of the Eeeonstrue- 
tion Finance Corporation where loans had been obtained from 
this source. This right of substitution became effective after 
completion of the payment of the loan to the Eeconstruction 
Finance Corporation and extended for periods usually rang- 
ing from three to six months. 

In every case of reorganization under this “creditor 
waiver” plan, the old bank was restored to solvency after the 
application of the creditors’ waiver and either continued to 
operate under its old charter or a new bank which had been 
organized in the meantime purchased from the old bank aU 
of its remaining assets and assumed the unwaived portion of 
its liabilities. 

In view of the fact that in this t 3 rpe of reorganization, the 
bank was restored to solvency through the action of its credi- 
tors, the so-called “double liability” could not be assessed by 
the Comptroller of the Currency against the shareholders 
since under the law such assessment could be levied only in 
the ease of insolvency.®^ Because the benefit of the stock 
assessment was lost to the creditors in this type of reorgani- 
zation, great care was exercised in the approval of such plans 
to the end that so far as possible the estimated value of the 
stock assessment would be made available in the recapitali- 
zation program participated in by the old shareholders. This 
office made it a rule, to which only four exceptions were made, 
that no “waiver” type of reorganization would be approved 
where the creditors were required to waive more than 50% of 
the amounts due them by the banks. Of the 1,417 banks, 565 
were reorganized under this “waiver” plan. 


Title 12, U. S C , secs 63 £m,d 64. 
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The third type of reorganization, commonly known as the 
“Spokane sale,” was frequently utilized, particularly in 
instances where the volume of acceptable assets would provide 
less than 50% in immediate returns to creditors where it was 
felt that existing banking faeihties were adequate for the 
eonununity needs or where the value of the stock assessment 
to the creditors was eonsideied to be worth more than the 
shareholders had indicated their wilhngness or ability to pro- 
vide in cash. There were other considerations for using this 
type of 1 eorgaiuzation in some instances but these constitute 
the major reasons. This plan also had been used prior to 
the banking holiday. It was conceived by this office and used 
in coimeetion with the Fouith National Bank of Macon, 
Georgia, which suspended on November 26, 1928. It was used 
also very shortly thereafter when the Exchange National 
Bank of Spokane, Washington, failed on January 18, 1929, 
and due perhaps to wider publicity in the latter instance, it 
acquired the name “Spokane sale” plan. 

Essentially the plan consists of the sale of desirable assets 
in bulk at face or book value with accumulated interest to the 
date of sale in the case of notes, market value in the case of 
bonds and securities, and appraised value in the case of real 
estate and furniture and fixtures. Sales were made after the 
approval by the Comptroller of the Currency and a court of 
competent jurisdiction to an existing bank or a bank newly- 
organized for that purpose. The proceeds of the sale are 
thus immediately available for dividends to creditors of the 
suspended bank. While 21 sales of this type were made to 
existing banks, 236 were made to newly-organized banks. 
Although the sale feature cannot be classified strictly as a 
reorganization, the actual operation of the plan provided im- 
mediate substantial relief to creditors and in most instances 
involved the organization of a new bank, so that the whole 
scheme is considered a reorganization plan. 

In almost every instance under this form of reorganization 
the Eeeonstruction Finance Corporation assisted in the cap- 
italization program and a loan was obtained by the conservator 
prior to the completion of the reorganization The proceeds 
of this loan were used, together with the proceeds of the bulk 
sale, to make the imtial dividend release. In some of these 
reorganizations substantial creditors used a portion of the 
funds so released to pay for stock for which they subscribed 
in the newly-organized bank. After the completion of these 
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sales and the distribution of the dividend thus made possible 
a Receiver was appointed in each case for the old bank for the 
purpose of collecting the stock assessment and the assets not 
included in the sale under the supervision of the Comptroller. 

In this type of reorganization also the right of substitution 
was given to the purchasing bank for substantially the same 
leasons as in the ease ot the waivei plan reorganizations. Of 
the 1,417 unlicensed national banks, 257 were reorganized 
under “Spokane sale” plans. 

There was a gioup of these unlicensed banks found to be in- 
susceptible of reorganization for various reasons. Many of 
these were examined several times in an effort to exhaust all 
reorganization possibilities before receivers were finally ap- 
pointed. Of the 1,417 unlicensed banks, 290 fell into this cate- 
gory and it was necessary for the Comptroller of the Currency 
to appoint receivers to liquidate the institutions. 

There was a small group of the 1,417 unlicensed banks, thir- 
teen in number, which were disposed of through voluntary 
liquidation proceedings. The assets were thought to be suffi- 
cient in value in each case to assure payment to creditors in 
full but because of limited opportunity for success their shai e- 
holders preferred to pay the creditors and cease doing busi- 
ness rather than attempt reorgamzation and a continuance of 
the business. It subsequently developed, however, that re- 
ceivers had to be appointed for nine of these ® 

The management and directorate was in every case and in 
each type of reorgamzation made a matter of prime consider- 
ation and the old bank was relicensed or the new bank author- 
ized by the Comptroller and licensed by the Secretary of the 
Treasury only after management had been obtained satis- 
factory to his office, the Comptroller of the Currency, the 
Federal Reserve Authorities and, in those instances where the 
Reconstruction Finance Corporation was investing in the 
capital, to that Corporation. Many reorganizations were 
delayed unduly by reason of the fact that former officers and 
directors attempted to project themselves into the reorgan- 
ized institution over the objections of one or more of the 
authorities whose duty it was to approve the management. In 
the discharge of this function each agency made its own in- 
vestigation and this office utilized the National Bank Ex- 
aminers fully for this purpose. 

®*For disposition of these non-lieensed banks, see table in Appendix at 
page 87. 
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In the beginning, it was the general impression that as soon 
as a fair and eqxutable plan of reorgamzation could be de- 
veloped and approved for each conservatorship bank, the 
work of the Division would be piacticallj completed. For a 
time, all efforts were bent in that direction and little time 
was given to the banks after plans had been approved. Re- 
openings of any material number were slow and it was soon 
learned that we not only had to develop a plan but must also 
keep m elobe touch by lettei, telegiaph and telephone with the 
conservator and a depositors’ committee to get the approved 
plan completed. It was necessary in many eases to indicate 
the withdrawal of the approved plan and the immediate ap- 
pointment of a receiver to get the conseivator and the various 
committees to actually complete the various steps of the 
reorganization plan, in fact this was actually done in a few 
cases. By comparison the work necessary to get the approved 
plan of reorganization completed and a bank reopened was 
much more difficult than that necessary to develop a plan of 
reorganization for the representatives of the various banks. 

In most cases the officers and directors, the creditors and 
the public cooperated enthusiastically with the Comptroller’s 
office and in a number of outstanding cases rehef was brought 
to the creditors of closed banks in an amazingly short period 
of time, primarily as a result of the unselfish efforts and 
contributions of those formerly interested in the bank. The 
situation in Detroit might be cited as one of those eases. 
Within less than one month after the banking holiday, the 
National Bank of Detroit was organized and open for business 
with a paid-in capital of twenty-five million dollars, one-half 
of which was subscribed by the Reconstruction Finance Cor- 
poration in preferred stock. The opening of this new bank 
provided much needed banking facilities for the city and 
afforded substantial rehef to the creditors of the two national 
banks of that city, inasmuch as through the purchase by the 
new bank of certain assets from the conservators of the two 
closed banks on “Spokane sale” contracts the creditors re- 
ceived dividends totaling approximately one hundred and thir- 
ty-five million dollars within one month after the new bank 
had opened for business. Subsequently, the Manufacturers 
National Bank of Detroit was organized and as a part of its 
program similarly purchased a large part of the assets of the 
Higldand Park State Bank and the Dearborn State Bank, the 
proceeds of which went to reheve the depositors of those two 
institutions. 
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It mar be of interest here to recall a very outstanding de- 
velopment which occurred eaily in the history of the two 
closed national banks in Detroit and shortly after completion 
of their Spokane plans. These two banks had more than 
800,000 depositors, a very large proportion of which were in 
the small gioup and on whom the blow fell heavily Recog- 
nizing that sutfeiing and privation were imminent, a rela- 
tively small group of public-minded citizens with large de- 
posits undeitook a plan to pay in lull the amounts due the 
small ereditois of the Guaidian National Bank of Commerce. 
A trusteeship was set up with the consent of the Comptroller 
and to this trustee the larger depositors voluntarily assigned 
a portion of the dividend the receiver was prepared to pay. 

The fund cieated in this mannei (almost four milhon dol- 
lais) was used by the trustee to purchase at face value the 
remainder due on all receiver’s certificates issued for $1,000 
or less. The certificates so acquired were assigned to the 
trustee who received future dividends and distributed the 
money to the group which had made the pay-off possible. 

This plan m no wise reduced the liabilities of the bank but 
it did operate to pay in full those who otheiwise would have 
suffered and placed the burden on those who by their volun- 
tary action were willing to assume it. 

A siimlar plan for the First National Bank-Detroit was 
worked out by a group of the large depositors in that bank, 
but due to the enormous volume of small accounts, the pay- 
off was limited in that instance to $300.00 or less ; ahnost seven 
million dollars was thus made available for creditors in this 
bank. 

The successful completion of these two movements enabled 
approximately 400,000 depositors to receive their funds in 
full, and represents one of the most outstanding public-spirited 
actions coming before this office during the several years of 
the emergency. This action received wide publicity and 
doubtless may have been the means of bringing to light a 
very strange story. 

One day in the latter part of 1935, two elderly women ob- 
viously sisters, called at the office of the District Chief Na- 
tional Bank Examiner in New York City. They were both 
well along in years and dressed neatly in dark material some- 
what the worse for long and hard wear. They opened the 
conference with the statement, “We are very poor people; 
we hardly have enough to eat; we can’t pay the rent; look 
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liow our clothes are ’vroruj we want you to help us and we 
have some papers for you to see.” 

The cord that bound the package wrapped in newspapers 
was untied and there was subnutted a number of letters and 
two bank pass books. The books, brown m color, were much 
frayed and deteriorated from age. Both had been issued by 
the State Savings Bank of Detroit, iliehigan, one in the name 
of each sistei. On the first page ot one book was a single 
deposit entry of $390.76 under date of January 5, 1898, and 
in the other, an entry of $568 11 under date of December 31, 
1898. These entries w^ere in longhand but so dimmed that 
the writing was barely legible. A life story was thereupon 
unfolded. 

They told of leaving New York, locating in Detroit, and of 
opemng and operating a retail shop for some time before this 
money was deposited in the bank. Later, the business proving 
unprofitable, the shop was closed and they returned to New 
York. No effort was ever made by them to contact the bank 
and no credits for interest were ever entered in either pass 
book during the 37 years that had elapsed after the funds were 
deposited. The books and balances perhaps would have re- 
mained undisturbed in their respective hiding places to this 
day had not the dire need of funds for their very existence 
forced from them what might have been a mutual confession. 

Seeking the advice of one who could write in English a 
letter was addressed to the State Savings Bank. A reply was 
soon received from the Superintendent of Banks for the State 
of Michigan. To their surprise and horror they learned that 
this bank had long since been closed and its assets absorbed 
by the Peoples Wayne County Bank. This institution had 
likewise been taken over by the First National Bank-Detroit, 
that bank having been placed in receivership on May 11, 1933. 
Prom subsequent correspondence they learned that appar- 
ently no record of their balance could be found. Not long 
theieafter they received a letter from an attorney in Detroit 
to the effect that he would handle their claims for a fee of 
50% of all moneys recovered. 

Fortunately for them their friend advised them to contact 
the District Chief National Bank Examiner. He promptly 
communicated with this office which in turn requested the re- 
ceiver of the First National Bank-Detroit to make an investi- 
gation of the matter. The receiver, using the numbers of the 
pass books, finally located the accounts in the old records of 
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the State Savings Bank. Subsequent to the absorption of that 
bank by the Peoples "Wayne County Bank the accounts dis- 
appeared as record habihties After several months of dili- 
gent and tireless effort on the part of the receiver and his 
staff, in checking the many withdrawals from thousands of 
accounts, it was diseoveied that the balance of these two ac- 
counts had been misappiopriated by a junior officer of the 
Peoples "Wayne County Bank for Ins peisonal use. The cus- 
tomary lepoit covering such inegulaiities was hied with the 
United States Distnct Attorney on September 17, 1936, for 
prosecution and the amount of the defalcation was leeovered 
from the bonding company under a fidehty bond. 

By reason of the terms of the contract of sale between the 
Peoples Wayne County Bank and the First Xational Bank- 
Detioit the latter was liable for undisclosed liabilities of this 
natuie. The receiver, therefoie, calculated the interest on 
both these accounts, compounded in accordance with the rules 
and regulations of each bank over the period, to the date the 
First National Bank-Detroit closed and forwarded to the 
ladies blanks for the purpose of executing proofs of claims. 
Accumulated inteiest on one account increased the balance 
from $390.76 to $1,112.45, while the other was increased from 
$581.11 to $1,618.23. Each sister, before executing the proof 
of claim, insisted upon being supplied with an itemized record 
of interest credits covering each balance, in order that they 
might have the calculations verified by their friend. 

It is necessary to obtain a release of pass books or other 
evidence in support of claims and the release of the books in 
this instance was finally obtained by the District Chief Na- 
tional Bank Examiner after long and patient explanations. 
He gave them a typewantten receipt for the pass books and 
when they asked what the writing in longhand was at the 
bottom, he explained that it was his signature. 

On November 10, 1936, the Chief Examiner received a lettei 
from the receiver inclosing three checks payable to each of 
the sisters -aggregating $778.71 and $1,132.75 respectively, 
representing their pro rata share of three dividends totaling 
75% which had to that date been paid to general creditors 
from liquidation. When these checks were delivered to the 
sisters they were overwhelmed with joy. Their expressions 
of praise over the consideration and attention they had re- 
ceived and the tears in their eyes, were potent confirmation of 
their statements that he, the members of the staff of this 
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office and the receiver were being and would be remembered 
in their prayers every night of their lives. 

It may be of interest to briefly survey the causes of failure 
of these' 1,417 banks. According to the available records they 
fell largely into three groups or classifications : 

1. Those ivhose faihue was due to general economic 
conditions To this group may be assigned all banks 
which failed to obtain licenses as a result of heavy losses 
due to depreciation of bonds and other assets where no 
bad faith appeared to have been exercised by the bank 
officials and those banks which suffered heavy losses due 
to the hysteria on the part of the depositors and their 
lack of confidence in the stability of the bank in which 
they had deposited their funds. In this group of cases, 
the hysteria on the part of the depositors did not result 
from any exercise of bad faith or bad management on the 
part of the bank officials. Included in this group also 
are those banks whose volume of business was insufficient 
to justify the hope that if rehabilitated they could be 
profitably operated. 

2. Those hanks whose failure was due to weak man- 
agement. To this group are assigned those banks whose 
failure to obtain hcenses was clearly a result of incom- 
petent or inadequate management but where the integrity 
of the officers was not subject to question. 

3. Those hanks which failed because of mismanage- 
ment. To this group are assigned those banks which 
failed to obtain licenses due directly or indirectly to neg- 
ligence, gross mismanagement or criminal violations on 
the part of directors, officers, or employees. 

It wiU be appreciated that the dividing line between these 
classifications is more or less obscure but on the basis of this 
somewhat rough classification, the suivey shows that six 
bundled and forty-two national banks closed as a result of 
economic conditions and five hundred and seventy closed due 
largely to mediocre or incompetent management, with two 
hundred and five closings resulting from mismanagement. If 
we divide these 1,417 banks into two groups, i. e., those closed 
due to economic conditions and those which failed because of 
management, the percentage is approximately, economic con- 
ditions, 45%, and management, 55%. This serves to em- 
phasize the necessity for extreme care in approving officers 
and directors for the management of banks to which refer- 
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eiice has been made and justifies prorision for removal of 
incompetent management under existing law.®® 

The last of these 1,417 unlicensed banks under the super- 
vision of the office was disposed of on February 5, 1935, so 
fai as the Reorganization Division was concerned — approxi- 
mately two years after the holiday. 

The summary of the accomplished task, in the words of the 
Chief of the Division, is : 

“When one stops to think of the tremendous burden 
thrown on the office when the Moratorium was declared — 
selecting banks to be licensed, assisting in the framing of 
the Bank Conservation Act, appointing conservators, 
examining closed banks for reorganization purposes, 
organizing the Conservatorship Division and the Reor- 
ganization Division, analyzing hundreds of thousands of 
individual problems and issuing instructions accordingly, 
interviewing thousands of delegations, each believing 
their individual problems to be the most important, de- 
veloping and pushing to completion reorganization plans, 
it is amazing how well such an assignment was dis- 
charged under the tremendous pressure.” 

It is an interesting fact that in two States no national banks 
failed to receive licenses to reopen following the banking holi- 
day. Those States are Rhode Island and Wyoming. Arizona 
and Nevada followed with one bank each which failed to re- 
ceive a license, Delaware and Utah with two each, Montana 
and South Carolina with five, Mississippi, New Mexico, South 
Dakota with six, Connecticut with seven, Florida and Oregon 
with eight each, Idaho with nine and Georgia and Louisiana 
with ten each. States having the largest number of national 
banks failing to receive licenses were Pennsylvania with 182, 
Illinois wdth 132, and New York with 108. These figures are 
not particularly significant for the reason that in the South 
and Middle West, for instance, a large number of banks had 
suspended in the eight or ten years prior to the banking holi- 
day. Further, the greater concentration of banks was in the 
States showing the larger numbers which failed to obtain 
licenses. 

This office has maintained a statistical record of subse- 
quent liquidation of these banks, figures with respect to those 
reorganized by creditors’ waiver being furnished voluntarily 

8* For table showing causes of national bank failures from April 14, 1865, 
to October 31, 1936, see Appendix at page 90. 
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by the liquidating trustees in each instance. This data is 
compiled quarterly and shows that the percentage of im- 
pounded general deposits remaining unpaid as of Septem- 
ber 30, 1937, is 18.725^. Of these 1,417 unlicensed banks, 661 
had paid creditors in full through September 30, 1937 (latest 
available figures), 448 banks paying 100% at the time of 
reorganization and the remaining 213 thiough dividends sub- 
sequent to reorganization.®^ 

See table m Appendix at page 90 
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Recapitalization 

Early in the reconstruction period this office adopted the 
view and recommended that all licensed national banks either 
suspend or reduce dividends to shareholders until the future 
could be made more secure. 

The part the government played through the use of the 
Eeconstruction Finance Corporation in the rehabilitation pro- 
gram not only with respect to national banks but with respect 
to the banking structure as a whole must be given considera- 
tion. The attitude of the incoming Administration with re- 
spect to the situation and the extreme desire of the President 
to solve the problem was rather clearly illustrated in his quick 
appreciation of the possibilities for service to the country 
through the utilization of the Eeconstruction Finance Corpo- 
ration. 

It may be stated now that it would have been very difficult 
to reorganize most of the 1,417 unlicensed banks which were 
reorganized without the cooperation and financial assistance 
of the Eeconstruction Finance Corporation. Further, the 
recapitalization program could not have been completed with- 
out its aid. By this it is not to be understood there was any 
lack of wholehearted cooperation and assistance from the 
other agencies of the Government but none of them was so 
constituted legally as to be able to provide the funds neces- 
sary for the completion of the program. 

Many, for instance, do not understand that the twelve Dis- 
trict Federal Eeserve Banks of the Federal Eeserve System, 
while under the control and supervision of the Board of Gov- 
ernors which is in turn appointed by the President subject to 
confirmation by the Senate, is actually owned outright by its 
member banks. Not one dollar of the capital is owned by the 
Federal Government. Under the law the Federal Eeserve 
Banks are required to handle certain fiscal functions for the 
Federal Government and under given circumstances a part 
of the earnings of the System are paid into the general 
receipts of the Treasury but there was no provision in 
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the law by which the fiiiaiieial resources of the Distiict Fed- 
eral Eeserve Banks could be utilized either for furnishing 
necessary funds for capital investment or for financing loans 
to receiveis or liquidating agents for the purpose of relieving 
distressed depositors. 

■WTiile it is true that in some instances reorganizations wore 
peifected through the purchase of prefeiied stock by local 
people, in the main preferied stock funds were supplied by 
the Eeconstruction Finance Coiporation The records of this 
ofiSee indicate that as of December 31, 1937, there had been 
issued in connection with 522 of the 1,417 banks which were 
lelieensed or reorganized a total of $68,069,250 in preferred 
stock; $19,467,850 was pui chased by local interests and 
$48,601,400 was purchased by the Eeconstruction Finance 
Coiporation. 

Prior to the Banking Holiday the necessity for providing 
some method of strengthening the capital structure of na- 
tional banks was lecognized. A steady decline in the value 
of assets owned by the banks was reflected in a decrease in 
the capital protection afforded depositors by the banks. It 
was known at that time that it would be impossible to sell to 
local people any material amount of new common capital 
stock in national banks principally because of the fact that 
the stock then carried the so-called “double liability.” The 
feasibility of allowing national banks to issue a separate and 
distinct class of stock that would be non-assessable and that 
would have cumulative dividend features was given consider- 
ation. Consequentlv Sections 301 ®® and 302 ®® of the Act of 
March 9, 1933, provided in effect that a national bank might 
amend its articles of association for the purpose of providing 
for the issuance of preferred stock in such manner and under 
such conditions as might be approved by the Comptroller of 
the Currency. Section 304 of the Act of March 9, 1933, pro- 
vided the authority bv which the Reconstruction Finance Cor- 
poration could become the owner of preferred stock issued by 
national banking associations. 

The volume of additional work incident to the rehabilitation 
of the capital structure of national banking associations, as 
made possible by those Acts, necessitated the establishment of 
a separate section in the Bureau of the Comptroller of the 

«6 Title 12, XJ S. C,sec 51a 

«« Title 12, IJ S G,sec 51b 

«7 Title 12, U S C,see. 51d 
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Currency and the employment of additional personnel. The 
duties incumbent upon the Bureau consisted of the prepara- 
tion of forms of amendments to the articles of association to 
be adopted by national banks and in aiding the estabhshment 
of policies relative to the issuance of preferred stock- In 
addition, it was the duty of the Bureau to determine the 
amount of preferred stock a given national bank should issue 
and to supervise the details incident to the actual issuance of 
the new class of stock in order to insure the validity of such 
issue. It was also necessary, in many instances, to supervise 
reductions in common capital in national banks in order that 
depleted surplus and undivided profits accounts might be 
restored. This was done with the purpose in mind that as pre- 
ferred stock of the banks was letired out of earnings, the 
common capital, in cases where reductions had been made, 
would again be leplaced. In all these functions there was 
close coordination with the Eeconstruction Finance Corpora- 
tion. 

The following figures illustrate the magnitude of the pro- 
gram of strengthening the capital structure of national banks 
and reflect the activity in that regard from the time of the 
banking holiday to and including December 31, 1937. Two 
thousand two hundred sixty-six national banks issued pre- 
ferred stock of an aggregate par value totaling $564,751,550. 
Of that sum $499,358,944 was purchased by the government 
and $65,392,606 was purchased by local persons. As men- 
tioned heretofore, the common capital of national banking 
associations during the same period was reduced in the sum 
of $284,630,759. It is interesting to note that up to Decem- 
ber 31, 1937, of the total preferred stock issued as stated 
above, the sum of $270,783,396 has been retired. Four hun- 
dred twenty-nine banks have retired in full the preferred 
stock issued and 1,277 banks have partially retired preferred 
stock issued. In conjunction with such retirements the com- 
mon capital of the national banks has been increased in the 
sum of $82,142,776. The largest amounts of preferred stock 
issued by national banks by States were issued by banks in 
New York, Illinois, Ohio, Pennsylvania, and Texas, in the 
order named.®* 

That portion of the Emergency Banking Act which author- 
ized the government through the Eeconstruction Finance 
Corporation to purchase preferred stock in national banking 

See table in Appendix at pages 92, 93. 
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associations states, in effect, that the Secretary of the Treas- 
ury may, with the approval of the President, request the Re- 
construction Finance Corporation to subscribe for preferred 
stock in such association and that the Reconstruction Finance 
Corporation may comply with such request. An individual 
request for each bank that issued preferred stock was made 
by the Secretary of the Treasury. In addition both Secre- 
taries Voodin and Morgenthau and members of their staff 
rendered invaluable service to the banks and to the Comp- 
troller of the Currency in the matter of deciding the amount 
of individual commitments and in arranging for the pur- 
chases Frequent meetings attended by the Secretary of the 
Treasury, the Chairman of the Board of the Reconstruction 
Finance Corporation, and the Comptroller of the Currency, 
or their representatives, were held for the purpose of deter- 
mining and deciding matters of policy relating to this phase 
of the program and the work in connection therewith necessi- 
tated daily contacts by the said officials and their representa- 
tives. 

The matter of releasing to the public the money impounded 
in the closed banks was resting heavily on the heart of the 
President and the other high officials of the administration 
and as a result of conferences relating to the matter, the 
President, on October 15, 1933, appointed “The Deposits 
Liquidating Board” consisting of the following: 

Chairman C. B. Merriam, Director of the Reconstruction 
Finance Corporation; 

Jesse H. Jones, Chairman of the Reconstruction Finance 
Corporation; 

Dean G Acheson, Under Secretary of the Treasury ; 

J. F. T. O’Connor, Comptroller of the Currency; 

Walter J. Cummings, Chairman of the Federal Deposit 
Insurance Corporation; 

Lewis Douglas, Director of the Budget. 

This committee promptly began after-hour sessions, con- 
vening at 5 :00 p. m. each working day, in offices provided for 
the purpose in the Reconstruction Finance Corporation build- 
ing, devising ways and means and actively putting into effect 
the program to release deposits in the form of receivers’ divi- 
dends, the money for which would be made available by loans 

«« Title 12, U. S. C., sec. 51d. 
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to the leeeivers from the (xovernment through its agency the 
Reconstruction Finance Corporation. 

It is not possible to readily allocate to the group of 1,417 
unlicensed national and District of Columbia banks loans of 
this tj'pe, the proceeds of which were of immediate assistance 
in the reorganization program. As to the program of the 
Government as a whole in rendering assistance to the entire 
banking structure of the coimtry, both State and national 
banks, the record shows that through December 31, 1937, the 
Government had in this manner completed capital invest- 
ments in more than 6,000 banks in an amount in excess of 
$1,000,000,000, of which approximately one-half has since been 
repaid. Interest and dividend payments are being met on 
approximately aU of these outstanding capital investments 
and it is not anticipated that the Government will suffer any 
loss on bank capital investments as a whole. The record 
further indicates that the Government had loaned to some 
5,000 banks approximately $1,350,000,000, of which 90 percent 
has been repaid, and that approximately 5,000 loans aggre- 
gating $1,275,000,000 in round numbers had been made to 
provide for dividends to depositors in over 2,700 closed 
banks. More than 90 percent of these amounts has also 
been repaid. The largest single loan made to a receiver for 
dividend purposes was the one of $84,300,000 to the receiver 
of the First National Bank-Detroit. 

President Roosevelt stated to the American Bankers Asso- 
ciation in October, 1934 : 

“1 find almost general agreement among bankers that 
these agencies must continue until such time as the banks 
and other private credit agencies are themselves able and 
ready to take over these lending functions ; and when that 
time comes, I shall be only too glad to curtail the activ- 
ities of these public agencies in proportion to the taking 
up of the slack, by privately owned agencies.” 

Carrying out the express direction of the President to get 
the government out of business some of the government loans 
have been taken over by going banks. As of January 17, 1938, 
going banks, either State or national, had made adequately 
secured loans to 101 insolvent national banks in a total amount 
of $65,629,000. All but $4,860,000 has been repaid and this 
balance is spread over 35 receiverships. To exemplify these 
transactions, when the First National Bank-Detroit loan from 
the Reconstruction Finance Corporation was reduced to a 
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balance of $35,800,000, it was taken over by the Manufac- 
turers National Bank of that City at a 2% percent as against 
a 4 percent mteiest rate paid to the Government. This dif- 
ference of 1^2 percent in the rate of interest represented a 
sa\nng of $1,600 a day oi $600,000 a year to the depositors of 
the closed First National Bank. In a little over six months 
$12,550,000, with interest, was paid on this loan and the bal- 
ance has since been repaid in full. 



CHAPTER VII 


Liquidation 

The records of this office show that since 1865, 17,763 banks 
of all t}"pes have suspended throughout the Ilnited States. 
N"umerically, these suspensions after 1930, including suspen- 
sions allocable to the banking holiday for the year 1933, 
being 9,164 in number, reached approximately 52% of the all 
time total number of suspensions. Deposits impounded in 
these suspensions for the four-year period constituted 72.76% 
of the all time total. 

To obtain a perspective of the work of the Comptroller’s 
office so far as it pei tains to the recent liquidation of insolvent 
national banks, it might be well to call your attention to the 
fact that of all national banks which have become insolvent 
since the first failure of a national bank (The First National 
Bank of Attica, New York — ^April 14, 1865), 1,912 or 61% of 
the failures occurred duiing the years subsequent to 1929. 
In those 1,912 national banks which failed subsequent to 1929, 
the deposits of $2,295,688,242, amounting in percentage to 
82.19% of the all time total, represented funds of individual 
citizens in practically every State of the Union.’® 

In March, 1933, when the work in connection with the bank- 
ing holiday avalanched upon the Comptroller’s office, there 
were in existence over 1,000 national banks in process of liqui- 
dation. To this numbei should also be added additional re- 
ceiverships from those unlicensed banks which were not sus- 
ceptible of reorganization. Furthermore, in all of those un- 
licensed banks reorganized under the so-called “Spokane 
sale” plan, the assets remaining in the old banks were to be 
liquidated by receivers appointed by the Comptroller. The 
creditors of all the insolvent national banks winch have been 
in process of liquidation since the banking holiday have been 
paid approximately 72% of their deposits and there were as 
of December 31, 1937, 781 receiverships which had not been 
completely liquidated. Future dividends which will be paid 

™ See table in Appendix at pages 94, 95. 
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to the creditors of these remaining receiverships will ma- 
terially increase the percentage given. 

The Insolvent Division is under the immediate supervision 
of a Chief Supervising Eeceiver who is also the First Deputy 
Comptroller. He is assisted by a comparatively small num- 
ber of highly specialized staff members who issue mstruetions 
and grant authority to the receivers of the various insolvent 
national banks relatmg to the administration of the receiver- 
ship and the hqmdation of its assets. 

As was true in establishing the Conservatorship and Beor- 
ganization Divisions it was necessary to draft additional per- 
sonnel for the Insolvent Division, particularly as a large part 
of the Conservatorship and some of the Eeorganization per- 
sonnel had been taken from the Insolvent Division. 

Under the provisions of the National Bank Act a receiver of 
a national bank cannot sell an asset or accept a compromise 
settlement of an obligation due the bank without the approval 
of the Comptroller and also the approval of a court of compe- 
tent jmisdiction.” Therefore, in every instance where a re- 
ceiver decides that it is advisable to sell an asset or compro- 
mise the indebtedness of a debtor, he must first submit com- 
plete information to the Comptroller’s office and obtain its 
approval before applying to an appropriate court for an order 
authorizing the consummation of the sale or settlement. Al- 
though this involves a vast amount of work on the part of the 
Washington staff of the Insolvent Division, the close super- 
vision thus required has produced gratifying results. The 
procedure has served to stimulate careful and vigorous action 
on the part of the receivers in expeditiously liquidating the 
assets of the receiverships and has served also to keep the 
administration of insolvent national banks remarkably free 
from fraud and mismanagement. 

On one occasion since the banking holiday one of the rank- 
ing members of Congress, aware of the delay involved in 
obtaining court orders approving sales and compromises, 
suggested to the Comptroller the desirability of amending the 
law by which the requirement for court orders covering these 
transactions would be eliminated. He stated that in his ob- 
servation and experience this was one bureau the history and 
record of which was such that it could be implicitly trusted to 
handle these transactions without court approval. The Comp- 
troller, while appreciating the recognition of the office record, 

« Title 12, U. S. C , sees. 192 and 198. 
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declined the proffer and urged the Congressman not to pro- 
pose such legislation for the reason that these court hearings 
afford both creditors and shareholders of receiveiship banks, 
as well as the entire pubhc, an opportunity to become ac- 
quainted with the details of the particular transactions, a 
proper place to voice objections if any exist and also affords 
an opportunity in connection with sales to secure greater 
offers foi the propeity if any one interested in it feels it is 
worth more than the amount for which it is proposed to be 
sold. 

It may not be generally known that these receivership banks 
are examined by the office also. For the purpose there is a 
Chief Examiner of Insolvent National Banks located in Wash- 
ington who has serving under him twenty-eight examiners 
and assistants. These are highly trained men, taken in the 
main from othei posts in the Insolvent Division, who are fully 
informed as to requirements and procedure. In addition, re- 
ceivers are required to submit to this office proper vouchers 
of all disbursements and quarterly reports covering leeeipts 
and expenditures for the pievious thiee months. 

Receivers are not, as some may think, allowed fees for their 
work as is usual in bankrupt estates. On the contrary they 
are paid a salary on a basis fixed by this office, commensurate 
with the duties and responsibility existing in the particular 
1 eceivership. This salary is as a general rule lower than that 
paid by the bank to its principal officer prior to suspension 
and from time to time it is reduced co-extensively with the 
reduction of assets and responsibilities through liquidation. 

This close super^dsion of the liquidation of national banks 
has established a record of returns to creditors which has 
been said to be far more favorable than that of any other 
major liquidating program. Since the first failure of a na- 
tional bank, 2,185 have been completely liquidated through 
receiverships or restored to solvency. The expense of this 
liquidation covering salaries of receivers and their clerks, 
attorneys’ fees, court costs, interest on money borrowed to 
pay dividends, fuel, light and all other charges, has been only 
seven cents out of each dollar of collections. This liquidation 
is also said to be outstanding in that it represents an all time 
average return to depositors of 66.86 per cent of all proven 
creditors’ claims for the seventy-five year period. 

Prior to the inauguration of the law establishing the Fed- 
eral Deposit Insurance Corporation individuals were ap- 
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pointed by the Comptroller of the Currency to serve as re- 
ceivers of failed national banks. Each individual receiver is 
required to obtain a bond from an approved surety company 
providing protection for the creditors of the bank for which 
he is appointed receiver against any failure on his part to 
correctly account for any of the assets placed in his custody, 
from any losses resulting from his failure to comply with the 
mstruetions of the Compti oiler and, of course, from any losses 
sustained through irregular or dishonest conduct. 

The law estabhshing the Federal Deposit Insurance Cor- 
poration requires that it shall be appointed as receiver for 
any national bank insured by it which becomes insolvent.'^® 
Since all active national banks must under the law be insured 
by the Federal Deposit Insurance Corporation it follows that 
that Corporation must be appointed receiver for such national 
banks which have or may become insolvent subsequent to the 
creation of the Corporation. This provision of law requires 
a duplication of effort, to some extent, for the reason that the 
Corporation must in turn appoint an “agent” or “liquidator” 
to be placed in immediate chaige of the closed bank. This 
“agent” is comparable to the individual receiver who under 
the former practice worked directly under the supervision of 
the Comptroller. The “agent” now must report to the Cor- 
poration, making recommendations, and the like, for its use 
and guidance, so that it may in turn make its reports and 
recommendations to the Comptroller for approval and author- 
ity to act. At the end of Decembei 1937, the Corporation was 
serving as receiver, under the supervision of the Comptroller 
of the Currency, for nine insolvent national banks, the re- 
mainder being in charge of individual i eceivers. 

It would serve no useful purpose to go into detail regard- 
ing the numerous practical administrative problems which 
must be solved in the course of the liquidation of national 
banks. It should be noted however that the variety and scope 
of the administrative and legal problems, activities, and oper- 
ations involved are surprisingly extensive and they are by no 
means confined to the technical questions arising under the 
national banking statutes. For instance, in connection with 
national bank receiverships the Comptroller, through the re- 
ceivers, has operated, or had an interest in, the following 
types of assets: Railroads, rural telephone systems, news- 
papers, peanut farms, cotton farms, coal mines, timber tracts, 


Title 12, TJ S C,see 264(1) (4). 



Liquidation 


65 


hotels, cattle ranches, factoiies, nulls, office buildings, boys’ 
schools, race tracks, orchards, orange groves, a monastery, an 
old ladies’ home, iron mines, title companies, automobile man- 
ufacturing plants, road-houses, mght clubs, and the like. 
These assets were either inherited by us with the receiver- 
ships or were subsequently acquired by foieclosure or sur- 
rendei incident to the enfoi cement of eollateial bceurity as 
part of the liquidation required to piotect the interests of the 
depositors. 

The piimary duty of the leceivei is to collect the assets of 
the bank but in the pioeess of collection he must make numei- 
ous adjustments wdth debtors who aie financially unable to 
pay their obligations. Provisions must be made for the dis- 
position of personal pioperty owned by the bank or acquired 
by the reeeivei. Also piovisions must be made for the man- 
agement of the real propeity similarly owned or acquired 
duiing the period of the receivership. Frequently the le- 
eeiver’s only method of recoveiy is to take from a debtoi in 
payment of his obligation livestock which was pi evioiisly sub- 
ject to lien or other personal property which requires special- 
ized attention for preservation and disposition 

Under the law the Comptroller has the full responsibility 
for the collection of all assets including those which may not 
be shown by the books oi i ecords of the bank at suspension, 
such as charged-off notes, any stock assessment levied by the 
Comptroller, directors’ liability for losses sustained by the 
bank through negligence or mismanagement on the part of the 
directors, and claims against defaulting officers and their 
sureties for losses sustained through iriegular or dishonest 
acts on the part of such persons. The Comptroller’s author- 
ity in regard to the collection and disposition of the assets 
is limited only by the provisions of law requiring that all sales 
of assets and compromise settlements of bad or doubtful 
debts must bear the approval of a court of record of com- 
petent jurisdiction.’'* The administrative functions which 
must be supervised by the Comptroller include the adminis- 
tration and distribution of all trust estates for which the banks 
were acting in a fiduciary capacity prior to insolvency. 

The Comptroller has the duty to determine the amount and 
character of the liabilities of the banks.’® He must determine 


73 Title 12, U S. C, sec. 192 

74 Title 12, U S C , secs 192 and 198. 
75 Title 12, U S C, see 194. 
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whether a particular claim is entitled to payment in or 
merely to dividends along with all other general creditors. 
He must determine whether a secured creditor is entitled to 
the benefit of the collateral security which he holds. He must 
determine whether persons who were indebted to the bank 
and who also have deposits in the bank are entitled to pay 
their obhgations with the funds on deposit by way of set-off. 
In addition he has the responsibihty of distributing proceeds 
of the assets ratably among all creditors of the institution.'^® 
A brief review of some of the legal questions which demand 
the attention of the Comptroller, which arise in the course 
of the liquidation of a national bank, may also be of interest. 

Suits instituted against debtors of the bank for the purpose 
of enforcing the payment of their obligations are of a general 
natui*e and usually can be handled by attorneys appointed by 
the Comptroller to serve as counsel to individual receivers. 
The supervision of these suits by the Legal Division is more 
or less routine. Some, however, involve unusual legal prob- 
lems and in such instances the legal staff of the office renders 
assistance and directs the procedure to be followed by the 
attorneys in the field. Except in occasional instances all cases 
involving receivership matters reaching the Supreme Court 
of the United States are participated in or handled entirely 
by the attorneys of the Legal Division, 

In speaking of the field attorneys it should be mentioned 
that before an attorney is employed by the Comptroller to 
serve as counsel for any receiver of an insolvent national 
bank his qualifications are carefully considered with regard 
to the problems in the particular trust and he is required to 
enter into a written contract whereby he vests in the Comp- 
troller the power to determine the reasonableness of any fee 
bill submitted by him and agrees to abide by the Comptroller’s 
decision. In this manner exorbitant fees are avoided and 
competent legal services are obtained for reasonable com- 
pensation. Every fee bill is subjected to the very careful con- 
sideration of members of the legal staff specialized in the 
matter of fixing fees for legal services. Following the bank- 
ing holiday it was necessary to disallow many fee bills and to 
drastically reduce others, particularly since no allowances 
were made for Reorganization services. This has served to 
keep receivership expenses at a minimum and at the same 


W Title 12, U S. C., sec. 192. 
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time provide adequate and competent legal assistance to the 
receivers. 

Prior to the statutory elimination of stock assessment lia- 
bilities of shareholders of national banks, as provided in the 
Banking Acts of 1933 and 1935,” one of the first duties of the 
Comptroller, after a bank had been declared insolvent was to 
determine the necessity of levjung an assessment against 
shareholders.” His determination of such necessity is con- 
clusive and in the absence of fraud is not subject to judicial 
review.” Although statutory provision has been made now 
for the elimination of the “double liability” feature of na- 
tional bank stock in banks operating as going concerns on the 
effective date of the amendment or those organized after that 
date, questions pertaining to stock assessments which have 
been levied upon stock issued prior to this change in the law 
furnish numerous legal problems. 

Some of the problems in this phase of liquidation, briefly 
summarized, are : 

Assessments against estates of deceased shareholders “ 

Assessments against the actual owner though the stock is 
not registered in Ms name.®^ 

Assessments on stock in which the holder has only a hfe 
interest.*® 

Assessments on stock transferred to holding companies 
in exchange for stock of the holding companies, or to 
a trustee in exchange for participation certificates.*® 

Assessments on stock held by trustees for the benefit of 
minors.*^ 


” Title 12, U S. C., sec. 64a. 

Title 12, U. S. C , see. 192. 

See Thomas v Kuhhard, 4 F. Supp. 520 , Kays u. W%lkimon, 72 F. (2d) 
201; MiUer v. Stock, 65 F. (2d) 773; Silk v, Ake, 83 F. (2d) 618, O^Oonnor 
V Watson, 81 F. (2d) 833, cert den. 298 U. S. 657. 

80 See FufaM v Parks, 299 U. S. 217; Forrest v Jack, 294 U S. 158; 
Seabury v Greene, 294 U. S. 165. 

81 See O^Keefe i? Pearson, C. C. A. 1st, 73 F. (2d) 678. 

8* See Schlener Bams, C. C. A. 5tli, 75 F. (2d) 371, cert den 295 U. 
S 744, 

88 See Barbour v, Thomas, 86 F, (2d) 510, cert den, 57 Snp Ct. 513, 800 
U. S. 670; Metropohtan KoUtng Co. m Snyder, C. C A. 8tli, 79 F. (2d) 263; 
Laurent v Anderson, C. C. A. 6th, 70 F. (2d) 819 and O^Keefe v. Pearson, 
73 F (2d) 673. 

Meiden v, Cremin, C, C, A. 8th, 66 F, (2d) 943, cert. den. 290 U. S 
687; Riley v Bond^, C. C. A. 8th, 64 F. (2d) 515; McNair v. Barragh, C C, 
A. 8th, 31 F, (2d) 906, cert. den. 280 U. S. 563. 
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Assessments on stock acquired ultra vites by a banking 
corporation.®* 

Other legal problems in the insolvent banks include the 
determination of whether or not the directors of a national 
bank which has failed are subject to either statutory or com- 
mon law liability for losses lesulting from their acts or fail- 
ures to act ®® The solution of such problems i equires the ap- 
plication of special legal knowledge. Such liabilities aie 
divided into those which come under the heading of ‘ ‘ common 
law” liabilities such as favored loans and impiovident loans, 
and “statutory” liabilities such as those which exist by reason 
of the violation of an Act of Congress. 

A so-called “favored” loan is one made to some person or 
company so related to one or more of the directors as to give 
to the interested directors an unwarranted advantage through 
the use of bank funds A loan to a director’s relatives, to him- 
self, or to a company in which he is interested is examined 
carefully with the view of determining whether it constitutes 
a “favored” loan Such loans are not always objectionable 
but they become so if they are also improvident. An im- 
provident loan is one made under such circumstances as to 
indicate that the directors in approving the loan exercised 
poor judgment and were negligent and failed to act as ordi- 
narily prudent bankeis should act. The following illustration 
of a “favored” loan is taken from the records. In this in- 
stance all directors were members of the same family. As 
such directors they approved clearly improvident loans to 
themselves, other relatives and companies in which they were 
interested. It was also discovered that they had sold assets 
of the bank to companies in which they were interested for 
sums far below their true value and on the other hand had 
purchased for the bank assets of the same companies for sums 
greatly in excess of their value. The particular directors 
cleaily acted in bad faith and were entirely too liberal to 
themselves with the money of the depositors of their bank. 

See Beconstructwn Finance Corp et al v Receiver, 76 F (2d) 566 

The ease of Anderson, Receiver v. Akers, et al , 7 F Supp. 924, 9 Fed. 
Supp 151, 11 Fed Supp 9, rev by Circuit Court of Appeals 86 F. (2d) 
518, whieh in turn was reversed by the Supreme Court and the case re- 
manded to the lower court for a new hearing, 300 U. S. 652, contains the 
most complete discussion available of the liability of directors of a banking 
corporation 
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111 some instances directors have permitted improvident 
loans because of purely humanitarian considerations rather 
than a desire to injure their bank or commit fraud. As an 
example of this, the directors of one bank approved loans to 
poor laborers and servants in whom they seemed to take a 
personal interest. Of course, the borrowers were unable to 
lepay the loans and this fact was known to the directois at 
the time Another example was found in a Mid-Western 
State where the directors of a bank took particular pride in a 
large municipal park, valuable chiefly for display purposes, 
which had been built by local citizens and incorporated for 
the unique purpose of conducting a “tower of prayer” and a 
“golf course.” Loans which were not warranted by the 
financial status of the corporation were permitted by the 
directors of the bank. When the bank subsequently failed it 
became necessary for this office to instruct the receiver to take 
appropriate steps to recover from the directors so much of the 
loss thus sustained as their financial responsibility would 
permit. 

Other instances where directors of national banks have been 
held personally responsible under their so-called “common 
law” liability are where losses have been sustained by virtue 
of the fact that the directors failed to perform their duties 
of supervision of the management of the bank and permitted 
officers in active charge of the bank to conduct all of its affairs 
without their participation. 

The principal items for which directors are held responsible 
under their so-called “statutory” liability are excessive loans 
and illegal dividends. One section of the National Bank Act 
pi ohibits loans to any one borrower in excess of ten per cent 
of the unimpaired capital and surplus of the bank.®’' The ob- 
ject of this statutory provision is to prevent a bank from 
investing too much of the depositors’ money with a few bor- 
rowers, thus subjecting it to the hazards of substantial loss as 
a result of only a few business reversals. There are excep- 
tions to the limitation on loans, such as where a larger loan 
is secured by readily marketable, non-perishable staples worth 
not less than 115 per cent of the amount of the loan. The 
statutory limitation is for the protection of depositors and 
other creditors and, therefore, the directors must be held 
responsible for any loss resulting from a violation of it. 

«7Titlel2, U S. C,sec 84 
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There are statutory provisions prohibiting the declaration 
of dividends under certain conditions.®* In general, the effect 
of the statute is to prohibit the payment of dividends out of 
capital rather than surplus and profits. Upon the failure of 
certain national banks it was found that the directors, in an 
effort to sustain their reputation for business acumen, had de- 
clared dividends out of capital and thus rendered themselves 
personally Hable for the amount distributed. In another case, 
the directors authorized the purchase of stock of the bank 
with the bank’s own funds in molation of a provision of the 
banking laws ®* and in one instance it was ascertained that the 
directors permitted the use of bank funds for the purchase 
and operation of a manufacturing company. 

In all instances the Comptroller of the Currency, through 
his Eeceiver, must have exhaustive examinations and, in many 
instances, audits made of the activities of the directors of the 
national banks which become insolvent, for the purpose of 
ascertaining whether any losses have resulted from failure on 
the part of the directors to comply with their common law 
duties or breaches of statutory prohibitions Wherever such 
losses have been discovered appropriate steps have been or 
will be taken under the guidance of the Legal Division to col- 
lect the amounts of these losses. Accurate figures are not 
readily available as to the total of recoveries for the benefit 
of creditors from this source prior to September 1, 1935, how- 
ever, from that date through December 31, 1937, $8,622,073.00 
has been collected for the benefit of the creditors of the sev- 
eral receiverships wherein the claims were asserted. 

It is frequently necessary upon the suspension of a national 
bank to ascertain the facts relating to losses which have been 
sustained as a result of irregularities on the part of officers 
and employees of the bank. When an irregularity or dis- 
honest act is ascertained, the Comptroller is faced with the 
problem of recovering the loss from the defaulter or his 
surety. It would not serve any good purpose to record the 
the methods by which dishonest bank officials have attempted 
to misappropriate bank funds and escape detection. It suf- 
fices to note that since January, 1933, over $3,300,000 has 

88 Titlel2,TJ. S. C,see.56. 

«» Title 12, U. S. C., see. 83. 

8* For an example of the dereliction of a bank director, see Mechanics 
National Bank v. Cttihane, 299 TJ. S. 51. 
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been recovered fiom defaulting ofiSeers or their sureties for 
the benefit of the creditors of insolvent national banks. 

Some of the claims asserted against surety companies by 
the receivers are not on fidelity bonds covering officers and 
employees. For instance, in one pending case the president 
of a national bank was obligated to several friends, one of 
whom was insistent upon being paid immediately the sum of 
$20,000. The president accepted his note although he knew 
the individual was financially irresponsible, made available to 
him $20,000 which was withdrawn by check and in order to 
make the transaction look like a loan for which he could obtain 
the approval of the directors, he sought the assistance of an 
acquaintance who was an official of a recognized surety com- 
pany. That official, without informing his employer, executed 
a bond purporting to guarantee the bank against any loss on 
the note. This bond was attached to the note and was the 
basis of the approval of the loan by the board of directors. 
Thereafter other practically identical transactions were engi- 
neered by the bank president with the aid of the same official 
of the surety company to the end that approximately $120,000 
of the bank’s funds were paid out on worthless notes pur- 
portedly secured by the note-guaranty bonds of the surety 
company. 

The national bank examiners inspected the bonds as well as 
the duly certified and authenticated powers of attorney at- 
tached thereto wherein the agent of the surety company was 
granted power to execute such bonds and both the Examiners 
and the Comptroller of the Currency relied upon the validity 
of the bonds in permitting the bank to remain open for busi- 
ness. Depositors considered the bank solvent since the Comp- 
troller, as their representative, permitted it to operate ; some 
of them deposited new moneys in the bank and others per- 
mitted old deposits to remain therein. One man in particular 
had placed in the bank over $300,000 only after his represent- 
ative had checked the assets of the bank including the notes 
secured by these guaranty bonds. Shortly thereafter the bank 
failed and the fraudulent bank president committed suicide. 

It was then discovered by the surety compauy that its own 
agent had defrauded it and suits were instituted to cancel the 
bonds which had been executed by him. The receiver also 
discovered that the bonds had been placed among the assets 
of the bank by virtue of a conspiracy between the former 
bank president and the surety company official and instituted 



Baxks Under Eoosevelt 


suit againbt the suiety company foi the purpose of recovering 
the amount of such bonds for the benefit of the creditors of 
bite receivership. It was contended by the receiver that since 
the surety company through its employee made it possible foi 
the bank piesident to defraud the directors of the bank and 
the bank examiners whose duty it was to examine the bank 
and thus the depositois, the surety company should be liable 
to the Cl editors of the bank for the amount of the loss. The 
ease is now pending before the United States Supreme Court 
for a review of a decision of a United States Circuit Court of 
Appeals denying the Receiver the right to recover the loss.®^ 
We call attention to the case only as an illustration of the 
piobleins to be faced in bank liquidation. 

The Congress of the United States has specifically provided 
in the National Bank Act that the assets of an insolvent na- 
tional bank must be latably distributed among the creditors 
of the bank.®® Even the United States Grovernmeiit must be 
treated in exactly the same manner as other general creditors 
of the bank.®® In this respect the National Bank Act differs 
from the Bankruptcy Act wherein the United States G-overn- 
ment is given preferential tieatment. Many claims for prefer- 
ence have been asserted and while this office has as much inter- 
est in making available to such claimants property which be- 
longs to them as it has in making available to general credi- 
tois the proceeds of the assets of the bank, if the claimant has 
not established beyond a reasonable doubt that certain prop- 
erty in the hands of a receiver belongs to him the claim is 
denied and the burden of proof placed upon the claimant to 
prove that he is entitled to be treated other than as a general 
creditor of the trust. The decisions of the Federal Courts 
have clearly established the rule and made it possible for the 
Comptroller to enforce the ratable distribution mandate of 
the National Bank Act by denying the right of individuals or 
public officials to preferential treatment in violation of the 
rights of the other general creditors of the institution.®* 

Beitnch, Beceivetj v. Standard Surety and Casualty Company ^ 90 F 
(2d) 862, 866, cert granted November 8, 1937 
^ Title 12, U S C , see 194 

Cook County National Bank n XI S , 107 U. S 445 
^^Illustrative of these problems are three recent Supreme Court cases, — 
Jenmngs, Beceimr n United States Fidelity and Guaranty Company, 294 
U S 216; Old Company's Lehigh, Inc. v Meeker, Receiver, et al , 294 U. S 
227, and Adams, Receiver, v Champion, 294 U. S 231, — ^which decided that 
where preferred claims are asserted against insolvent national banks in 
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The validity of claims and the manner of distribution of the 
proceeds of liquidation involves numerous questions relating 
to the right of set-otf. The teini is applied to a situation in 
which a debtor of the bank is at the same time a creditor of 
the bank, as for instance, one who owes the bank $5,000 and 
at the time the bank closes has a deposit balance of $4,000. 
Here the actual debt due the bank is the difference between the 
amount due on the note and the amount on deposit with the 
bank. In this case it would be $1,000. 

Many difficulties arise in determining whether certain off- 
sets are available and illustiations could be made in a great 
volume — a few will suffice. It is quite simple where there is a 
single maker of a note and that maker is the sole owner of an 
account in the bank. MTiere the maker does not have an 
account in the bank listed under his name but under some 
other name, as for instance a trade name, he is required to 
furnish proof that he is the actual and sole owner of the 
account and was the owner of the account at the date of sus- 
pension. 

Another illustrative problem is where two or more indi- 
viduals execute a joint and several note as makers and one of 
those individuals has a deposit balance in the bank in his own 
name. In such cases the offset is allowed to the extent that 
the depositor is obliged to pay the note.®® 

Another problem arises if the debt owed by the bank is in 
the name of several persons and some but not all are indebted 
to the bank. If a note representing the claim of the bank has 

receivership the claimant must show (1) that the transaction in question 
arose out of a trust relationship existing between the bank and the claimant 
(as distinguished from the debtor and creditor relationship ansing out of 
the ordinary deposit) , (2) that as a result of the transaction the assets of the 
bank were actually augmented or increased (as distinguished from mere book- 
keepmg debits and credits) , and (3) that the augmented assets thus accruing 
were retained by the bank in whole or in part and were capable of being 
traced to the hands of the receiver. The decisions settled questions highly 
controversial in nature; and the fundamental principles established apply 
generally to all insolvent estates such as equity receiverships, bankruptcies, 
etc. A further application of these doctrines appears in Hoffman v. Bauch^ 
300 IT. S 255, decided March 1, 1937, where the Supreme Court denied a 
preference claim agamst a national bank m receivership, it appearing that 
the bank had misappropriated certain bonds held by it for safekeeping, but 
the transaction had resulted in bookkeeping -credits only, with no actual 
augmentation of the assets of the bank, and hence with no basis for a pre- 
ferred claim under the doctrines above indicated. 

See Shannon v Sutherland, 74 F. (2d) 530. 
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been rediscounted or pledged as collateral by the bank prior 
to suspension, even though all other conditions establish mutu- 
ality, offset cannot be allowed unless and until the receiver 
becomes the owner of the note free from any lien.®® 

If an individual is indebted to an insolvent national bank in 
his individual capacity and has a claim against the bank in a 
representative capacity, such as a trustee, guardian, or agent, 
he cannot be permitted to offset the claim against his personal 
debt.” 

The decisions of the Federal Courts have rendered great 
assistance in developing a uniformity of offset rules appli- 
cable to insolvent national banks. It will be realized that if 
the banking laws of each particular State regarding offsets 
were to be applied to insolvent national banks there could be 
no uniformity in the distribution of the assets of such banks 
because in one State an insolvent national bank would be 
required to allow an offset which in another State would be 
disallowed.®® 

In 1930 a statute was enacted by the Congress of the United 
States under which national banks may pledge their assets to 
secure deposits of public moneys to the same extent that State 
banks can pledge their assets in each respective State. In the 
early part of 1934, the United States Supreme Court rendered 
a decision holding that prior to 1930 national banks were with- 
out power to pledge their assets to secure deposits of public 
funds.®® The Supreme Court also held in a companion case 
that national banks have no authority to pledge their assets as 

See Ellerbe et al. v Studeiaher, 21 P. (2d) 993. 

®'^See Dickens v Howard, 67 S' (2d) 263, Thomas v Potter Title and 
Trust Company, 2 F Supp 12; Dakin v Bayly, 290 TJ. S 143. 

For a further illustration of t3'pieal cases involving offset questions see . 
Both V. Baldwin, 74 F. (2d) 1003 (stock assessment liability vs. dividend on 
deposit account) ; TFossow v White, 12 F. (2d) 809 (rent accruing subsequent 
to receivership on office m bank building vs. deposit account of lessee) ; 
Jewett V. Martinsville Milling Co , 76 F. (2d) 153 (corporation deposit vs. 
note of corporation's president); Gray v School District, 67 F. (2d), 141, 
cert den 291 U. S 660 (sinking fund deposit vs. general obligation of 
school district) ; Bromfield v. Tnnidad, 36 F. (2d) 646 (express or implied 
agreement for set-off) ; Wdling v Binenstock, 302 U S. — , 82 L. Ed. — 
(raidorsement or other secondary liability vs deposit account) . 

®® See City of Marion v. Sneeden, 291 U. S. 262, subsequently the Supreme 
Court decided that pledges made by national banks to secure public monies 
prior to the 1930 amendment became valid upon the passage of the amend- 
ment; Lewis V. Fidelity <& Deposit Co., 292 F. S. 559, McNair v. Knott, 302 
U. S. — 82 L. Ed. — . 
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security foi private deposits, thus preferring one depositor 
over another, except where specifically provided for by the 
Acts of Congress^®® As a result of the statute and the court 
decisions mentioned it was necessary to thoroughly analyze 
the laws of the several States as to the authority given State 
banks to pledge their assets to secure public funds in order to 
ascertain whether pledges made by national banks in those 
States were valid. An examination of the insolvent national 
banks being liquidated by the Comptroller’s office revealed 
that 933 insolvent national banks located in 43 States had at 
suspension over three thousand secured deposits totalling 
almost $200,000,000. It was a tremendous task to analyze 
those transactions for the purpose of determining the vahdity 
of the pledges. Where such pledges were determined to be 
invalid it was necessary to make demand upon the secured 
creditors, whether they be towns, cities, or states, to return to 
the receiverships the difference between the full amount they 
had received and the amount which they would have received 
had they been treated like all other general creditors of the 
bank.' When such political units refused to return the funds 
it was necessary to institute suits for the purpose of enforc- 
ing the demands.^®^ Alm ost three and one-half million dollars 
have been recovered for the benefit of the creditors of particu- 
lar insolvent national banks from political units which re- 
ceived preference by virtue of illegal pledges of assets and 
many cases of this nature are stiU pending before the courts 
and will probably result in substantial additional recoveries- 
In addition to the voluminous work involved in supervising 
the liquidation of the assets of the numerous insolvent na- 
tional banks there exists also the duty of supervising the liqui- 
dation of the trust departments in those insolvent national 
banks which conducted fiduciary activities. This has been 
touched on to some degree as relating to conservatorship 
banks. The term “liquidation” as apphed to trust depart- 
ments does not mean the conversion of the assets in the trust 
estates to cash and the distribution of the proceeds but rather 
the process by which all those trust estates are transferred to 
successor fiduciaries. Pending such transfers it is necessary 

See Texas & P. B. Go. •». Pottorff, 291 U. S. 245. 

See GrcMzoiB “P. YMage of Tjyons, 89 T. (2d) 83; "WeHb v. Amencan 
Surety Go., 88 F. (2d) 171; Queetum v. Mays, 90 F. (2d) 525; Leonard et cd. 
V. Gage et cd. (CCA 4th), Jan. 4, 1938; Mood v. Hardesty (CCA 4th) Jan. 4, 
1938; O’Gonnor v. Modes, 79 F. (2d) 146. 
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to conserve and administer the assets in the trust estates. 
This entails a careful management of the leal and personal 
property owned by the respective estates and the making of 
such intermediate distributions as are necessary. Each step 
taken by the receivers in admmisteiing these trust estates 
must have the supei\ision of the Comptroller pending final 
disposition of the particular trust 

In the total of receiverships handled by this office since the 
banking holiday there were approximately three hundied 
national banks winch had been conducting trust departments 
A survej- of the number of trust estates in those banks as of 
their respective dates of insolvency reveals an aggregate of 
approximately twenty thousand. 

These separate trust estates may be divided roughly into 
thiee classes, i. e., so-called “corporate trusts,” “private 
ti usts, ’ ’ and ‘ ‘ court trusts. ’ ’ Each type has its own peculiari- 
ties involving procedure as to disposition As to “corporate 
trusts,” there aie apt to be numerous participants and the 
duties of the trustee are prescribed in complicated legal docu- 
ments which must be analyzed and construed in order to 
determine the procedure available for the appointment of a 
successor trustee and the rendering of a proper accounting by 
the receiver for the activities of the bank. The amount of the 
assets involved in these corporate trusts varies from a few 
thousand dollars to literally millions of dollars. 

The term “piivate trusts” is applied roughly to trusts 
which are created by individuals in agreements made between 
them and their chosen trustee, through operation of which the 
trustee undertakes to administer real or personal propeity in 
accordance with the terms of the agreements and for the bene- 
fit of the persons designated therein. These trusts frequently 
can be disposed of by the agreement of the parties if all are 
living and can be located Many such trust instruments pro- 
vide that the creator of the trust can at any time terminate the 
trust and where that power is exercised the problem is simpli- 
fied. However, where it is impossible to dispose of “private 
trusts” by one of the above-mentioned methods, it is neces- 
sary to adopt some court procedure. 

In the so-called “court trusts,” the banks act in the capacity 
of executors, admimstrators, testamentary trustees and guard- 
ians of minors and incompetents The disposition of these 
trusts must be in strict compliance with the laws of the re- 
spective States and both with regard to this group of trust 
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estates and the preceding group of so-called ‘ ' private trusts, ’ ’ 
accurate accounts must be prepared in each ease and either 
submitted for the approval of the interested parties or pre- 
sented to the court for adjudication and confirmation. 

During the administration and hquidation of these trust 
depaitments a number of interesting problems have arisen. 
IMany national banks throughout the country opeiated so- 
called “moitgage pools.” These consisted of groups of mort- 
gages tieated as one unit against which participation certifi- 
cates were sold either to the public or to trust estates or both. 
Each “mortgage pool” is considered a separate trust estate 
and it is necessary for the insolvent national banks to obtain 
successor trustees.^®*' This means in each ease an elaborate 
accounting of the activities of the bank. Where the “pools” 
have been operated for a number of years and, as in some 
instances, involve assets aggregating as high as ten million 
dollars, the accounting problem is a very voluminous task. In 
these, because of the numerous persons or estates involved, 
litigation is almost inevitable. 

Many banks sold participations in mortgages and acted as 
servicing agents or trustees of those separate mortgages. In 
one case as many as five hundred trust estates owned frac- 
tional interests in one mortgage and the problem of trans- 
ferring that mortgage to a successor trustee meeting the 
approval of all those trust estates necessarily involved a com- 
plicated and lengthy procedure. 

In a number of States, national banks are required to de- 
posit with the State authorities as a condition precedent to 
the conduct of fiduciary activities substantial amounts of as- 
sets to be held by the State authorities as security for the 
faithful performance by the bank of its fiduciary duties^®® 
Because of this it has been necessary that these statutes be 
studied so that in the disposition of the trust estates the re- 
ceiver will comply with the laws of that State and preserve 
such proofs of proper disposition as will satisfy the State 
authorities to the end that possession of the pledged assets 
will be regained by the bank. 

The law provides that where a national bank, acting as a 
fiduciary, deposits trust funds with its commercial depart- 

1®* See Commonwedth Trust Company of Pittsburgh v. Bradford, 297 TJ S. 
613 

108 Under the provisions of Title 12, U. S. C., sec. 248 (k) national banks 
must comply vyith State law in the operations of their trust departments. 
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ment, those funds must be secured by assets set aside and de- 
posited witli the trust department. This has given rise to 
niunerous problems in construing the trust instruments and 
the intention of the parties revolving around the question as 
to whether certain funds should or should not be classified as 
secured.^®* 

Other problems have arisen regarding the proper construc- 
tion of trusts or the validity of the trusts and these questions 
aie frequently raised by persons having interests in conflict 
with other beneficiaries. Thus the receiver is forced into liti- 
gation through no fault either of the bank or the receiver. 
There is also a tendency on the part of the beneficiaries to 
assert claims against an insolvent bank fiduciary on the basis 
of acts of the bank which they would not criticize while the 
bank was a going concern. This is accounted for in part be- 
cause the economic conditions which contributed to the down- 
fall of the bank frequently produce a shrinkage in the value of 
the assets of the estates. While the bank may have exercised 
its best judgment at the time of making a certain investment, 
the receiver frequently has to defend its action at the time of 
the transfer of the estate to a successor. It will be appre- 
ciated from the foregoing that the thousands of trust estates, 
the management and disposition of which must be supervised, 
involve an immense amount of highly techmcal and specialized 
work. 

Considering the hundreds of millions of dollars of assets 
involved in these thousands of trust estates, the occasions in 
which courts have found the banks liable for loss sustained by 
virtue of some unwise or improper act in the management of 
an estate are amazingly rare and justify the conclusion that 
national banks throughout the country have faithfully per- 
formed their fiduciary duties and preserved, protected and 
wisely managed the estates entrusted to their care since fidu- 
ciary powers were conferred upon national banks by the Fed- 
eral Reserve Act of 1913. 

Bearing in mind aU of the activities in connection with the 
liquidation of insolvent national banks, it wiU not be sur- 
prising to learn that during the period when the work of the 
Insolvent Division was heaviest a tabulation showed that the 

See Tieonic National Ba/nk et al. v. Sprague et al., 14 F. Supp. 900 ; 
87 F. (2d) 365; 90 F. (2d) 641; cert, granted October 18, 1937; Bichmm 
v. First M. E. Church, 76 F. (2d) 344, cert, den 296 U. S. 593; Gimbel v. 
Harnman National Bank, 83 F. (2d) 153. 
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average outgoing mail per month exceeded twenty-three thou- 
sand letters containing specific instructions on problems aris- 
ing in the insolvent national banks throughout the country. 
During December of 1937, alone, this office audited and re- 
turned to receivers for distribution to creditors 185,238 sepa- 
rate dividend checks representing a total of $7,222,212 60. 
When there is added to this the enormous volume of mail re- 
lating to the other Divisions heretofore discussed, the replies 
to numerous inqumes of creditors of insolvent banks and 
their Congressmen concerning their expected dividends, the 
replies to letters from bankers and other interested persons 
seeking advice and opinions on banking questions, both legal 
and othei’wise, some idea may be gained of the size of the 
task falling on this office at the time of the banking holiday. 



OHAPTEE VIII 


Conclusion 

That the baiildng business has largely recovered from the 
unusual conditions which existed in 1933 is self-evident. This 
may be illustrated by the fact that 7,635 national banks, re- 
sponding to a call foi a lepoit of condition as of December 31, 
1928, had aggregate deposits of $21,347,380,000, whereas 
5,266 with 1,515 blanches operating in the United States, 
responding to a like call on December 31, 1937, (latest avail- 
able figures) had deposits of $26,540,694,000 — an inciease of 
$2,193,314,000 in national banks. Most of these branch banks 
are \drtually separate or unit banks and considered in that 
light, the national banking system has not contracted numer- 
ically more than is consideied desirable in the light of the 
overbanked condition of the country prior to the banking 
holiday. 

The tabulation of earnings and dividends from reports of 
the 5,266 active national banks for the year ended June 30, 
1937, shows that net additions to pi ofits before any deductions 
were made for the payment of dividends were $286,561,000, 
representing an increase of 18.58 per cent over the amount 
reported foi the year ending June 30, 1936 The three fiscal 
years, 1935, 1936, and 1937, are the only years since 1931 that 
show the banks as a whole have operated at a profit. Profits 
for the year ending June 30, 1937, were 445.4 per cent over the 
year 1931. 

The following tabulation showing the classifications of com- 
mercial loans as repoited by national bank examiners in 1934, 
and 1937, reveals the improvement in the quality of the loans 


made by national banks : 

1934 


1937 

Banks 

5,275 

Banks 

5,312 

Loans 

$7,740,596,000 

Loans 

$8,426,931,749 

Good 

65.88% 

Good 

87.53% 

Slow 

27.05% 

Slow 

10.68% 

Doubtful 

4.19% 

Doubtful 

1.14% 

Loss 

2.88% 

80 

Loss 

.65% 
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The following percentage tabulation covering the sources 
of gross earnings which amounted to $847,197,000 for the year 
ended June 30, 1937, may be of inteiest 


Gross Earnings 

Inteiest and discount on loans 42.11 

Interest and di'vudends on bonds, stock, and other 

securities 39.15 

Inteiest on balances with othei banks .10 

Collection charges, commissions, fees, etc. 2.73 

Foreign department (except interest on foreign 
loans, investments and bank balance.s) 1.00 

Trust Department 3.99 

Seivice charges on deposit accounts 3.46 

Rents received 5.92 

Other euiient earnings 1.54 


100 . 00 % 

The value to the Nation of a sound banking system to meet 
its expanding commercial needs cannot be over-emphasized. 
A sound banking system requires efficient, experienced and 
honest bankers, and a capital stiucluie adequate for the pio- 
teetion of depositors. 

Our Governments, State and Fodeial, are thoroughly alive 
to the fact that good government requiies good banking, and 
that public interest and efficient administi ation lequire ade- 
quate measures to be taken from time to time, legislatively 
and otherwise, to meet changing conditions ; however, the gov- 
ernmental authorities cannot do it all. The bankers must do 
their part in developing increased efficiency and must con- 
stantly bear in mind that their banks are quasi-public institu- 
tions designed to serve the public and not solely to build up 
private profit. Foi the most part they are taking steps to 
accomplish the desired objectives. 

In order that the weak spots in our banking system may be 
known we wish to comment that recently theie has been com- 
piled by the Comptroller’s office a summary of the causes of 
bank failures in the National Bank System from April 14, 
1865, the date of the first national bank failure, to December 31, 
1936. During that period there were 2,955 receiverships (in- 
cluding 15 State banks and one building and loan association, 

106 For information concerning the distnbntion of Expenses and Losses 
see statistics p. 106, 75th Annual Beport of the ComptroUer of the Currency 
covering' year ended Oct 31, 1937. 
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located in the District of Columbia) liquidated by the Comp- 
troller of the Currency. These failures have been attributed 
to the following causes: 1,523 to local financial depression; 
1,407 to incompetent management; 489 to depreciation in 
value of securities and collateral; 385 to runs on the banks, 
due to lack of pubhc confidence; 271 to defalcations of officers 
and employees; 160 to other miscellaneous causes; 128 to 
excessive loans to officers or directors or to others for theii 
benefit; and 86 to excessive investment in bank building. 
These causes total 4,449, and the discrepancy between the 
nmnber of failures and the number of causes to which they 
were attributed is due to the fact that in many cases several 
causes contributed to a failure, any one of which would have 
made necessary the appointment of a receiver. 

The lemarkable lecovery of national banks since the bank- 
ing holiday of 1933, as reflected by the comparison between the 
lack of profits of the banks as a whole for the several years 
prior to 1933 and their substantial profits during the past 
three years, proves conclusively the effectiveness and value 
of the emergency and remedial legislation and is an eloquent 
commentary on the sound judgment exercised by those men 
who were ultimately responsible for the preservation and con- 
structive development of the Nation’s financial structure since 
1933 

During the troublesome times of 1933 the country was for- 
tunate in having as Secretary of the Treasury a wise coun- 
sellor and a eahn executive in the person of Mr. W. H. Woodin. 
He was to be found at his desk or engrossed in conferences 
in other offices almost any hour of the day or night, and those 
who knew him and the prodigious amount of work performed 
by him have no doubt that his untimely death was in large 
part the result of his conscientious devotion to the services of 
his country. 

The appointment of Mr. Henry Morgenthau, Jr., as suc- 
cessor to the late Mr. Woodin was particularly fitting. If in 
no other particular, the herculean task accomplished by him 
in handling the Government finances will unquestionably 
stamp him as one of the outstanding Secretaries of the 
Treasury. Through refinancing Government obligations and 
through the exercise of excellent judgment in timing the offer- 
ings of such obligations to the public, he has saved the tax- 
payers of the country huge sums of money. In reduction of 
annual interest charges alone on December pi, 1933, the Gov- 
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ernment has saved the sum of approximately $250,000,000 
yearly. 

Mr. Moigenthau’s excellent record in connection with the 
licensing of banks, the stopping of hoarding, and the stimu- 
lating of a more liqmd currency is well known. His work in 
connection with the rehabilitation of the capital structures of 
the banks throughout the country, both State and national, is 
evidenced by the fact that under the authority given him by 
Congress as of December 31 1937, he had requested the 
Reconstruction Finance Corporation to advance funds to 6,081 
banks, both by way of outright loans and through the medium 
of pui chases of prefeired stock and capital debentures, an 
amount exceeding $1,068,000,000. It is impossible to estimate 
the benefits of this action to the country. Two definite things 
were accomplished: first, the banks were given ample cash 
reserves, and, secondly, the banks were thus enabled to carry 
borrowers and avoid the necessity of foreclosure on farms, 
homes and like collateral. The wisdom of this action is shown 
by the fact that of the foregoing amount, over $502,000,000 
has been repaid, along with interest thereon, and that more 
than 1,000 of the foregoing banks have repaid the advances in 
full. 

The financial record of our country shows that we have 
suffered the physical and mental agonies of twenty major 
panics or depressions in the 148 years from the panic of 1785 
through the depression of 1933. There can be little doubt 
that the economic conditions in any of these periods were 
as distressing as those in the 1933 period. Our financial 
institutions, taken as a whole, have survived each of the 
depressions and to some extent benefited by the attendant 
experiences. The benefits derived from the last depression 
are to be found in the far-reaching remedial banking legisla- 
tion, so well known to all, by virtue of which our banking insti- 
tutions are operating on a sounder basis than ever before. 

106 Title 12, U. S. C,see 51d. 
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Extract from Report of tite Research Coinmittee — 1937 — 
Indiana Bankers Association 

“From time to time in onr national history there has been 
an agitation for increasing the nnmber of banking units serv- 
ing the country. Need for additional credit facilities, civic 
pride, personal ambition, and many other factors have influ- 
enced this demand. In Indiana, as is shown elsewhere in this 
report, the maximum number of units was achieved in 1923, 
when there were 1,110 national and state banks operating. As 
is generally known, a drastic reduction in the number of units 
has occurred since, until in 1936 there were only 542 units. 
It is natural, therefore, that some persons might at this time 
begin to question the ability of the remaining units in Indiana 
and elsewhere in the nation to serve commerce, industry, and 
agriculture properly. 

“As we approach a discussion of the adequacy of our 
present system, it is important that the bankers, the public 
oflScials, and the banking public generally keep in mind the 
experience of the two decades preceding this one. During 
these two decades charters were sought and obtained by 
church groups, lodge groups, or political groups antagonistic 
to the church group, lodge group, or political group in control 
of existing institutions. In some instances during the years 
1920 to 1930, villages of less than five hundred people had two 
or more banks operating. Competition in such communities 
was necessarily bitter, because there could be nothing other 
than a death struggle between the contending banks. In situ- 
ations like this, only the most' meager profits could be possible. 
As a consequence, even many seasoned bankers succumbed to 
and adopted the methods of operation which yielded the 
greatest profits, regardless of their soundness. 

“Competition for deposits drove interest rates up to fan- 
tastic figures and resulted in all types of free services being 
offered. Competition for loans was so great that conservative 
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credit principles were abandoned in an effort to secure busi- 
ness. It is not strange that such practices took place when one 
realizes that at this time there was one bank for every 2,738 
persons in Indiana, legardless of their wealth, age, color, or 
occupation. Obviously, there was not a sufficient supporting 
population for this number of institutions 
“Exhaustive studies that have been made on this subject all 
agree that the over-banked condition of the state was, in a 
considerable measure, responsible, both directly and indi- 
rectly, for the large number of failures which occurred among 
banks in Indiana in the decade of the ’20 ’s and in the early 
’30 ’s.” 


Extract from a Summary of Postal Savings Business Since 
the Establishment of the System by Fiscal Years * 

Balance to Increase or Decrease 


Credit of 


Fiscal Year 

Depositors 

Amonnt 

Percent 

1920 

$157,276,322 

—$10,046,938 

—6.0 

1921 

152,389,903 

— 4,886,419 

—31 

1922 

137,736,439 

—14,653,464 

—96 

1923 

131,671,300 

—6,065,139 

— 44 

1924 

132,814,135 

—1,142,835 

09 

1925 

132,173,211 

—640,924 

—0.5 

1926 

134,178,558 

2,005,347 

1.5 

1927 

147,359,254 

13,180,696 

98 

1928 

152,143,349 

4,784,095 

3.2 

1929 

153,644,529 

1,501,180 

1.0 

1930 

175,271,686 

21,627,157 

14.1 

1931 

347,416,870 

172,145,184 

98 2 

1932 

784,820,623 

437,403,753 

125 9 

1933 

1,187,186,208 

402,365,585 

513 

1934 

1,197,920,188 

10,733,980 

0.9 

1935 

1,204,862,940 

6,942,752 

06 

1936 

1,231,673,156 

26,810,216 

2.2 

1937 

1,267,626,801 

35,980,541 

29 


• For complete summary see report of Postmaster General to Congress for 
the fiscal year ended June 30, 1936. 
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Disposition of Non-Licensed Banks in the Eeorganization 

Program 


Groups of banks 

Number 

Amount 

Banks licensed after capital corrections 

292 

$305,638,919 

Banks reorganized by waiver or rehabilitation • 

Banks absorbed by another national bank 

17 

9,431,187 

10,174,715 

Banks absorbed by a state bank 

18 

Banks reopened under new charter 

282 

299,493,920 

Banks reopened under old charter 

248 

275,505,008 

Banks reorganized by Spokane sale : 

Banks absorbed by another bank 

21* 

20,070,016 

Banks reopened under new charter 

236^ 

862,831,838 

Banks placed in voluntary liquidation 

13** 

1,343,597 

Banks placed in receivership, plans for reorgani- 
zation having been disapproved 

290 

138,209,538 

Total unlicensed banks as of March 16, 1933 

1,417 

$1,922,698,738 


•Eeceivers appointed to complete liquidation after “Spokane” sale reor- 
ganizations completed 

•• Receivers subsequently appointed for nine 


License 

The of is hereby permitted to open on 

1933 its offices in the folloiving places and to perform 

its nsnal banking functions except : 

(1) To the extent prohibited in the Executive Order of 
the President of the United States issued on March 10, 1933 
(an extract from which is printed hereon) : 

(2) To the extent limited or prohibited by any executive 
order of the President or by regulations of the Secretary of 
the Treasury. 

This license may be revoked in whole or in part by the 
Secretary of the Treasury at any time. 

Issued by Direction of 

W. H. WOODIN, 

Secretary of the Treasury. 

Fbdeeai, Eeseevb Bank op 

By 


Deputy Governor. 




88 


Baxks Ustder Roosevelt 


Extract from Executive Order of the President of the United 
States, Issued on March 10, 1933 

“Until furthei older, no individual, partnership, associa- 
tion, or eoiporation, including any banking institution, shall 
expoit or otherwise lemove or permit to be withdrawn, from 
the United States or any place subject to the jurisdiction 
thereof any gold coin, gold bullion, or gold certificates, except 
in accoi dance with regulations prescribed by or under license 
issued by the Secretary of the Treasury. 

“Xo permission to any banking institution to perform any 
banking functions shall authorize such institution to pay out 
any gold coin, gold bullion or gold cei tifieates except as author- 
ized by the Secretary of the Tieasury, nor to allow with- 
diawal of any cuirency for hoarding, nor to engage in any 
transaction in foreign exchange except such as may be under- 
taken for legitimate and normal business requirements, for 
leasoiiable traveling and other personal requirements, and 
for the fulfillment of contracts entered into prior to March 6, 
1933. 

“Every Federal Reserve Bank is authorized and instructed 
to keep itself currently informed as to transactions in foreign 
exchange entered into or consummated within its district and 
shall repoit to the Secretary of the Treasury all transactions 
in foreign exchange which are prohibited.” 

Subdivision B of Section 5 of the Act of October 6, 1917 as 
amended, and Section 4 of the Act of March 9, 1933, prescribe 
a penalty of a fine of not more than $10,000 and/or an impris- 
omnent foi not more than ten years for \’iolation of the terms 
of the said sections. 
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Statement as of June 30, 1937, Showing the Total Number of 
Active Banks in the United States by Classes, and the 
Percentage That the Number of Each Class Bears to 
the Total and Like Percentage of Deposits 


Ai/L Banks 




Banks : 

Deposits 


Number : P^centto : 

Amount 

: Percent to 



: grand total : 

(000 omitted) 

: grand total 

National banks 

5,293 

3397 

$26,715,556 

44.66 

State member banks.*.. 
Non-member insured 

1,064 

6.83 

14,774,490 

24.70 

banks: 

State commercial . . 

7,528 

48 32 

6,309,846 

10.55 

Mutual savings 

Non-member uninsured 

56 

.36 

1,002,293 

1.67 

banks* 

State commercial & 





private 2 

1,131 

7.26 

1,809,076 

302 

Mutual savmgs 

508 

3.26 

9,211,109 

1540 

Total 

15,580 

100.00 

49,822,370 

100 00 


^ Includes 3 non-member insured national banks 
2 Includes 3 non-member uninsured national banks 


Banks Insured with the Federal Deposit Insurance 
Corporation 



Banks 

Deposits 


Number 

: % to : 
. Total : 
: Insured: 
: Banks : 

% to 
AU 
Banks 

: % to : % to 
Amount : Total ; Total 
(000 omitted) : Insured: All 
: Banks “Banks 

National banks 

5,293 

37.97 

33.97 

$26,715,556 

5474 4466 

State member banks. . . . 

1,064 

7.63 

683 

14,774,490 

30.28 24.70 

Non-member State banks^ 7,528 

54.00 

4832 

6,309,846 

12.93 1055 

Mutnal savmgs banks.. 

56 

.40 

.36 

1,002,293 

2 05 1 67 

Total 

13,941 

100.00 

89.48 

48,802,185 

100.00 8158 


1 Includes 3 non-member insured national banks 
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Causes of National Bank Failures 

From April 14, 1865, to October 31, 1936 


Local Financial Depression 1,523 

Incompetent Management 1,407 

Depreciation of Securities and m Yalue of Collateiai 489 

Closed by Run — ^Laek of Public Confidence 385 

Defalcation of Officers and Employees 271 

Other Causes — ^Miscellaneous 160 

Excessive Loans to Officers and Directors or to Others for Their Benefit 128 
Excessive Investment m Bank Building 86 


Total Number of Banks Placed m Receivership 2,955* 

Total Number of Causes of Failure 4,449** 


* Including fifteen State banks and one buildmg and loan association in the 
District of Columbia 

** In many instances several causes contribute to the failure of a bank, any 
one of which would make necessary the appomtment of a receiver. 


Combined Recapitulation Unlicensed National Banks 
Includii^ D. 0. Non-National Banks March 16, 1933, 
Showing Liabilities on Date of Suspension and 
September 30, 1937 


Number of banks 
Unsecured liabilities : 
Date of suspension 
September 30, 1937 


1,417 

$1,922,698,738 

359,958,803 


Released to September 30, 1937 


$1,562,739,935 


Percent of release to date 

Percent still impounded 

Number of banks paying 100% at tune of 

reorganization 448 

Number of banks paymg 100% subsequent 

to reorganization 213 


81.278 

18.722 


661 
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Recapitulation Spokane and Straight Receiverships of Un- 
licensed National Banks Including D. 0. Non-National 
Banks March 16, 1933, Showing Liabilities on Date 
of Suspension and September 30, 1937 

(Class A) 

Xumber of banks : 

Spokane sale receiverslups 257 

Straight receiverships 290 547 


Unsecured liabilities * 
Date of suspension 
Spokane receiverships 
Straight receiverships 


$882,901,854 

138,209,538 


September 30, 1937 
Spokane receiverships 
S tx aight 1 eceiverships 


$1,021,111,392 

220,410,484 

52,268,837 


272,679,321 

Unsecuied liabilities released to 9/30/37 $ 748,432,071 


Pei cent of release. 


All receiverships 

73 296 

Spokane receiverships 

75 036 

Straight receiverships 

62181 

Percent still impounded: 

All receiverships 

26.704 

Spokane receiverships 

24.964 

Straight receiverships 

37.819 

Xuniber of banks which have liquidated paying 100% 

135 
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Recapitulation Waiver and Rehabilitation Unlicensed Na- 
tional Banks Including D. 0. Non-National Banks 
March 16, 1933, Showing Liabilities on Date 
of Suspension and September 30, 1937 

(Class B) 

dumber of banks 870 

Unsecured liabilities 

Date of suspension $901,587,346 

September 30, 1937 87,279,482 


Released to September 30, 1937 $814,307,864 


Percent of release 90 319 

Percent still impounded 9 681 

IsTumber of* banks releasing 100% at tune of 
reorganization 448 

N'umber of banks releasing 100% subsequent 
to reorgamzation 78 


Total Preferred Stock Issued by National Banks to and 
Including December 31, 1937, Listed by States 


State 

Alaska & Virgin Islands 

Alabama 

Arizona 

Arkansas 

California 

Colorado ... 

Connecticut 

Delaware 

District of Columbia 

Florida. 

Greoi^a 

Idako .. 

Ulmois 

Indiana 

Iowa 

EAnsas 

Kentucky 

Louisiana 

Maine 


Number of Banks 

Amount 

2 


$ 162,500 

26 


11,060,000 

3 

, 

1,540,000 

24 



1,762,250 

63 

• 

22,505,000 

33 


4,222,500 

23 

... • • . • 

5,786,900 

5 


195,000 

2 

... .... 

1,650,000 

15 


1,450,000 

18 


1,722,500 

9 


1,095,000 

145 



85,737,750 

62 


9,297,900 

50 

• 

6,660,000 

47 


2,444,500 

35 


4,350,000 

15 


4,400,000 

24 

......a. 

4,035,000 
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State 

Numbee of Baxks 

Amohitt 

d^aryland ... 

28 

• . ... 

4,094,000 

^lassaelmsetts 

52 


14,053,700 

diieiiigaii 

54 

• « • • 

20,612,000 

Minnesota. 

99 

• « « • • 

13,731,500 

Mississippi 

15 

.... 

2,755,000 

iflissonri 

33 


8,950,000 

MontaEa 

20 


1,531, 000 

"Nebraska . 

50 


5,855^000 

^'evada ... 

3 


ITS'OOO 

sTew Hampshire 

13 


1,588,000 

iew Jersey 

153 

, 

35,228,750 

^ew Mexico 

8 

• .... 

470,000 

sew York 

277 

.... . • 

142,513,500 

sTorth Carolina 

20 


2,055,000 

Dakota ... 

31 


2,440^0 

'>hin 

93 


32^417,500 

)klalioma 

40 



10,930,000 

)r^on 

20 

.... . . 

925,000 

Pennsylvania 

236 

.... « 

25,954,550 

thode Island. . . 

3 

. • ... 

900,000 

)Outh Carolina 

7 

.... 

1,560,000 

JoTith Dakota 

34 

. . . 

2,963,000 

[Tennessee 

27 

.... 

8,062,500 

"exas 

148 

• . • • • 

23,413,750 

Jtali 

9 

. . . . 

1,575,000 

J ermont 

16 

.... ... 

1,570,000 

7’irgmia 

40 

• . • • 

4,438,000 

Washington 

...... 25 



3,115,000 

West Vu^n^a 

41 

... .... 

4,435,000 

Wisconsin 

. 60 

... . • 

15,522,500 

Wyoming 

10 



840,000 

Totae , . , 

2266 

■ • « .... 

$564,751,550 
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Total State and Private Banks • 
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Proclamations and Executive Orders Issued by the President 
in Connection with the Banking Emergency 


Proclamation, March 6, 1933 

Whereas there have been heavy and unwarranted with- 
drawals of gold and currency from our banking institutions 
for the purpose of hoarding; and 
Whereas continuous and increasingly extensive speculative 
activity abroad in foreign exchange has resulted in severe 
drains on the Nation’s stocks of gold; and 
Whereas these conditions have created a national emer- 
gency; and 

Whereas it is in the best interests of all bank depositors 
that a period of respite be provided with a view to preventing 
further hoarding of coin, bullion, or currency or speculation 
in foreign exchange and permitting the apphcation of appro- 
priate measures to protect the interests of our people ; and 
Whereas it is provided in section 5 (b) of the act of Octo- 
ber 6, 1917 (40 Stat. L. 411) as amended, “That the President 
may investigate, regulate, or prohibit, under such rules and 
regulations as he may prescribe, by means of Licenses or other- 
wise, any transactions in foreign exchange and the export, 
hoarding, melting, or earmarkings of gold or silver coin or 
bullion or currency * * * and 
Whereas it is provided in section 16 of the said act “that 
whoever shall willfully violate any of the provisions of this 
act or of any license, rule, or regulation issued thereunder, 
and whoever shall willfully violate, neglect, or refuse to com- 
ply with any order of the President issued in compliance with 
the provisions of this act, shall, upon conviction, be fined not 
more than $10,000, or, if a natural person, imprisoned for not 
more than ten years, or both ; * * * 

Now, therefore, I, Franklin D. Roosevelt, President of the 
United States of America, in view of such national emergency 
and by virtue of the authority vested in me by said act and 
in order to prevent the export, hoarding, or earmarking of 
gold or silver coin or bullion or currency, do hereby proclaim, 
order, direct and declare that from Monday, the sixth day of 
March, to Thursday, the ninth day of March, nineteen hundred 
and thirty-three, both dates inclusive, there shall be main- 
tained and observed by all banking institutions and all 
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branches thereof located in the United States of America, 
inclnding the territories and insular possessions, a bank holi- 
day, and that during said period all banking transactions 
shall be suspended. During such holiday, excepting as here- 
inafter provided, no such banking institution or branch shall 
pay out, export, earmark, or permit the withdrawal or trans- 
fer in any manner or by any demce whatsoever, of any gold 
01 silver coin or bullion or currency or take any other action 
which might facilitate the hoarding thereof; nor shall any 
such banking institution or branch pay out deposits, make 
loans or discounts, deal in foreign exchange, transfer credits 
from the United States to any place abioad, or transact any 
other banking business whatsoever. 

During such holiday the Secretary of the Treasury, with 
the approval of the President and under such regulations as 
he may prescribe, is authorized and empowered (a) to permit 
any or all of such banking institutions to perform any or aU 
of the usual bankiug functions, (b) to direct, require or per- 
mit the issuance of clearing house certificates or other evi- 
dences of claims against assets of banking institutions, and 
(e) to authorize and direct the creation in such banking insti- 
tutions of special tiust accounts for the receipt of new de- 
posits which shall be subject to -withdrawal on demand with- 
out any restriction or limitation and shall be kept separately 
in cash or on deposit in Federal Eeserve banks or invested m 
obligations of the United States. 

As used in this order the term “banking institutions” shall 
include all Federal Eeserve banks, national banking associa- 
tions, banks, trust companies, sa-vings banks, building and 
loan associations, credit unions, or other corporations, part- 
nerships, associa-tions or persons, engaged in the business of 
receiving deposits, making loans, discounting business paper, 
or transacting any other form of banking business. 

In -witness whereof, I have hereunto set my hand and caused 
the seal of the United States to be afSxed. 

Done in the city of Washington this 6th day of March, 
1 a. m., in the 3'ear of our Lord one thousand nine hundred 
and thirty-three, and of the Independence of the United States 
the one hundred and fifty-seventh. 

Feanklin D. Eoose-velt. 

(SbaXi) 

By the President : 

COEDELL HtriiL, 

Secretary of State. 
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Proclamation, March 9, 1933 

Whereas, on March 6, 1933, 1, Franklin D. Eoosevelt, Pres- 
ident of the United States of America, by proclamation de- 
clared the existence of a national emergency and proclaimed 
a bank holiday extending from Monday the 6th day of March 
to Thursday the 9th day of March, 1933, both dates inclusive, 
in order to prevent the export, hoaiding or earmarking of 
gold or silver coin, oi bulhon or currency, or speculation in 
toieigu exchange; and 

Wheieas, under the act of Mai eh 9, 1933, all proclamations 
heretofore or hereaftei issued by the President pursuant to 
the authority confeired by section 5 (b) of the act of Octo- 
ber 6, 1917, as amended, are approved and confirmed; and 

Whereas, said national emergency still continues, and it is 
necessary to take further measures extending beyond March 9, 
1933, in order to accomplish such pui poses: 

Now, therefore, I, Franklin D. Eoosevelt, President of the 
United States of America, in view of such continuing na- 
tional emeigeney and by virtue of the authority vested in me 
by section 5 (b) of the act of October 6, 1917 (40 Stat, L. 411) 
as amended by the act of March 9, 1933, do hereby proclaim, 
order, direct and declare that all the terms and provisions of 
said Pioelamation of March 6, 1933, and the regulations and 
oiders issued thereunder aie hereby continued in full force 
and effect until further proclamation by the President. 

In witness whereof I have hereunto set my hand and have 
caused the seal of the United States to be affixed. 

Done in the District of Columbia, this 9th day of March, 
in the year of Oui Lord one thousand nine hundred and 
thirty-three, and of the Independence of the United States 
the one hundred and fifty-seventh. 

Franklin D. Eoosevelt. 

(Seal) 

By the President : 

Cordell Hull, 

Secretary of State. 


Executive Order, March 10, 1933 

By virtue of the authority vested in me by section 5 (b) of 
the act of October 6, 1917 (40 Stat. L. 411) as amended by the 
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act of March 9, 1933, and by section 4 of the said act of 
March 9, 1933, and by virtue of all other authority vested in 
me, I hereby issue the folloving Executive order. 

The Secretary of the Treasury is authorized and em- 
powered under such regulations as he may prescribe to permit 
any member bank of the Federal Reserve System and any 
other banking institution organized under the laws of the 
United States, to perfoim any or all of their usual banking 
functions, except as otherwise prohibited. 

The appropriate authority having immediate supervision 
of banking institutions in each State or any place subject to 
the jurisdiction of the United States is authorized and em- 
powered under such regulations as such authority may pre- 
scribe to permit any banking institution in such State or 
place, other than banking institutions covered by the fore- 
going paragraph, to perform any or all of their usual banking 
functions, except as otherwise prohibited. 

All banks which are members of the Federal Reserve Sys- 
tem, desiiing to reopen for the peiformance of all usual and 
normal banking functions, except as otherwise prohibited, 
shall apply for a license therefor to the Secretary of the 
Treasury. Such application shall be filed immediately through 
the Federal Reserve banks. The Federal Reserve bank shall 
then transmit such applications to the Secretary of the Treas- 
ury. Licenses will be issued by the Federal Reserve bank 
upon approval of the Secretaiy of the Treasury, The Federal 
Reserve banks are hereby designated as agents of the Secre- 
tary of the Treasury for the receiving of application and the 
issuance of licenses in his behalf and upon his instructions. 

Until further order, no individual, partnership, association, 
or corporation, including any banking institution, shall export 
or otherwise remove or permit to be withdrawn from the 
United States or any place subject to the jurisdiction thereof 
any gold coin, gold bullion, or gold certificates, except in ac- 
cordance with regulations prescribed by or under license 
issued by the Secretary of the Treasury. 

No permission to any banking institution to perform any 
banking functions shall authorize such institution to pay out 
any gold coin, gold bullion, or gold certificates except as 
authorized by the Secretary of the Treasury, nor to allow 
withdrawal of any currency for hoarding, nor to engage in 
any transaction in foreign exchange except such as may be 
undertaken for legitimate and normal business requirements, 
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for reasonable traveling and other personal requirements, and 
for the fulfillment of contracts entered into prior to March 6, 
1933. 

Every Federal Eeserve bank is authorized and instructed 
to keep itself currently informed as to transactions in foreign 
exchange entered into or consummated within its district and 
shall report to the Secretary of the Treasury all transactions 
in foreign exchange which are prohibited. 

Franklin D. Eoosevelt. 

The White House, 

March 10, 1933. 


Address of President Roosevelt by Radio, Delivered from the 
President’s Study in the White House at 10 P. M. 
on March 12, 1933 

I want to talk for a few minutes with the people of the 
United States about banking — ^with the comparatively few 
who understand the mechanics of banking but more particu- 
larly with the overwhelming majority who use banks for the 
making of deposits and the drawing of cheeks. I want to tell 
you what has been done in the last few days, why it was 
done, and what the next steps are going to be. I recognize 
that the many proclamations from State Capitols and from 
Washington, the legislation, the Treasury regulations, etc., 
couched for the most part in banking and legal terms should 
be explained for the benefit of the average citizen. I owe this 
in particular because of the fortitude and good temper with 
which everybody has accepted the inconvenience and hardships 
of the banJdng holiday. I know that when you understand 
what we in Washington have been about I shall continue to 
have your cooperation as fully as I have had your sympathy 
and help during the past week. 

First of all let me state the simple fact that when you 
deposit money in a bank the bank does not put the money into 
a safe deposit vault. It invests your money in many different 
forms of credit — ^bonds, commercial paper, mortgages and 
many other kinds of loans. In other words, the bank puts 
your money to work to keep the wheels of industry and of 
agriculture turning around. A comparatively small part of 
the money you put into the bank is kept in currency — an 
amount which in normal times is wholly sufficient to cover the 
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cash needs of the average citizen. In other words the total 
amount of all the currency in the country is only a small frac- 
tion of the total deposits in all of the banks. 

"What, then, happened during the last few days of Febru- 
ary and the first few days of ilarch? Because of undermined 
confidence on the part of the public, there was a general rush 
by a large portion of our population to turn bank deposits into 
currency or gold. — rush so great that the soundest banks 
could not get enough currency to meet the demand. The rea- 
son for this was that on the spur of the moment it was, of 
course, impossible to sell perfectly sound assets of a bank 
and convert them into cash except at panic prices far below 
their real value. 

By the afternoon of March 3 scarcely a bank in the country 
was open to do business. Proclamations temporarily closing 
them in whole or in part had been issued by the Governors in 
almost all the states. 

It was then that I issued the proclamation providing for the 
nation-wide bank holiday, and this was the first step in the 
Government’s reconstruction of our financial and economic 
fabric. 

The second step was the legislation promptly and patriot- 
ically passed by the Congress confirming my proclamation 
and broadening my powers so that it became possible in view 
of the requirement of time to extend the holiday and lift the 
ban of that holiday gradually. This law also gave authority 
to develop a program of rehabilitation of our banking facil- 
ities. I want to tell our citizens in every part of the Nation 
that the national Congress — ^Republicans and Democrats 
alike — showed by this action a devotion to public welfare and 
a realization of the emergency and the necessity for speed that 
it is difficult to match in our Mstory. 

The third stage has been the series of regulations permit- 
ting the banks to continue their functions to take care of the 
distribution of food and household necessities and the pay- 
ment of payrolls. 

This bank holiday while resulting in many cases in great 
inconvenience is affording us the opportunity to supply the 
currency necessary to meet the situation. No sound bank is a 
dollar worse off than it was when it closed its doors last 
Monday. Neither is any bank which may turn out not to be in 
a position for immediate opening. The new law allows the 
twelve Federal Reserve banks to issue additional currency on 
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good assets and thus the banks which leopen will be able to 
meet every legitimate call The new currency is being sent 
out by the Bureau of Engraving and Printing m large volume 
to every.part of the country. It is sound currency because it 
is backed by actual, good assets. 

A question you will ask is this — ^why are all the banks not to 
be reopened at the same time? The answer is simple. Your 
Government does not intend that the history of the past few 
years shall be repeated. TVe do not want and will not have 
another epidemic of bank failures. 

As a result we start tomorrow, Monday, with the opening 
of banks in the twelve Federal Reserve bank cities — those 
banks which on first examination by the Treasury have already 
been found to be all right. This will be followed on Tuesday 
by the resumption of all their functions by banks already 
found to be sound in cities where there are recogmzed clearing 
houses. That means about 250 cities of the United States. 

On Wednesday and succeeding days banks in smaller places 
all through the country will resume business, subject, of 
course, to the Government’s physical ability to complete its 
survey. It is necessary that the reopening of banks be ex- 
tended over a period in order to permit the banks to make 
applications for necessary loans, to obtain currency needed 
to meet their requirements and to enable the Government to 
make common sense checkups. 

Let me make it clear to you that if your bank does not open 
the first day you are by no means justified in believing that 
it will not open. A bank that opens on one of the subsequent 
days is in exactly the same status as the bank that opens 
tomorrow. 

I know that many people are worrying about State banks 
not members of the Federal Reserve System. These banks 
can and will receive assistance from member banks and from 
the Reconstruction Finance Corporation. These state banks 
are following the same course as the national banks except 
that they get their licenses to resume business from the state 
authorities, and these authorities have been asked by the 
Secretary of the Treasury to permit their good banks to open 
up on the same schedule as the national banks. I am con- 
fident that the state banking departments will be as careful 
as the National Government in the policy relating to the open- 
ing of banks and will follow the same broad policy. 

It is possible that when the banks resume a very few people 
who have not recovered from their fear may again begin with- 



Appendix 


103 


drawals. Let me make it clear that the banks will take care 
of all needs — and it is m3’ belief that hoarding during the past 
week has become an exceedingly unfashionable pastime. It 
needs no prophet to tell you that when the people find that 
they can get their monei’ — that they can get it when they want 
it for all legitimate purposes — the phantom of fear will soon 
be laid. People will again be glad to have their money where 
it will be safely taken care of and where they can use it con- 
veniently at any time. I can assure 3’ou that it is safer to 
keep 3mur money in a reopened bank than under the mattress. 

The success of our whole great national program depends, 
of course, upon the cooperation of the public — on its intelli- 
gent support and use of a reliable system. 

Eemember that the essential accomplishment of the new 
legislation is that it makes it possible for banks more readily 
to convert their assets into cash than was the case before. 
More liberal provision has been made for banks to borrow on 
these assets at the Eeserve Banks and more liberal provision 
has also been made for issuing currency on the security of 
those good assets. This currency is not fiat currency. It is 
issued only on adequate security — and every good bank has 
an abundance of such security. 

One more point before I close. There will be, of course, 
some banks unable to reopen without being reorganized. The 
new law allows the Government to assist in making these 
reorganizations quickly and effectively and even allows the 
Government to subscribe to at least a part of new capital 
which may be required. 

I hope you can see from this elemental recital of what your 
government is doing that there is nothing complex, or rascal 
in the process. 

We had a bad banking situation Some of our bankers had 
shown themselves either incompetent or dishonest in their 
handling of the people’s funds. They had used the money 
entrusted to them in speculations and unwise loans. This was 
of course not true in the vast majority of our banks but it 
was true in enough of them to shock the people for a time 
into a sense of insecurity and to put them into a frame of 
mind where they did not differentiate, but seemed to assume^ 
that the acts of a comparative few had tainted them all It 
was the Government’s job to straighten out this situation and 
do it as quickly as possible — and the job is being performed. 

I do not promise you that every bank will be reopened or 
that individual losses will not be suffered, but there will be no 
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losses that possibly could be avoided; and there would have 
been more and greater losses had we continued to drift. I can 
even promise you salvation for some at least of the sorely 
pressed banks. TTe shall be engaged not merely in reopening 
sound banks but in the creation of sound banks through reor- 
ganization. 

It has been wondeiful to me to catch the note of confidence 
from all over the country. I can never be sufficiently grateful 
to the people for the loyal support they have given me in their 
acceptance of the judgment that has dictated our course, even 
though all of our processes may not have seemed clear to 
them. 

After all there is an element in the readjustment of our 
financial system more important than currency, more im- 
portant than gold, and that is the confidence of the people. 
Confidence and courage are the essentials of success in carry- 
ing out our plan. You people must have faith; you must not 
be stampeded by rumors or guesses. Let us unite in banishing 
fear. We have provided the machinery to restore our finan- 
cial system; it is up to you to support and make it work. 

It is your problem no less than it is mine. Together we 
cannot fail. 


Executive Order, March 18, 1933 

By virtue of the authority vested in me by section 5 (b) of 
the act of October 6, 1917 (40 Stat. L. 411) as amended by the 
act of March 9, 1933, and by section 4 of the said act of 
March 9, 1933, and by virtue of aU other authority vested in 
me, I hereby issue the following Executive order. 

Whenever the appropriate authority having immediate 
supervision of any banking institution located in any State 
or place subject to the jurisdiction of the United States, which 
is a member of the Federal Reserve System and which has 
not been licensed by the Secretary of the Treasury to resume 
its usual banking functions, shall deem it necessary or advis- 
able in order to conserve the assets of such banking institu- 
^tion for the benefit of the depositors or other creditors, such 
authority may, in accordance with the provisions of the ap- 
plicable laws of such State or place, appoint such appropriate 
official as may be authorized under such laws to conserve the 
assets of such banking institutions pending further disposi- 
tion of its business as provided by such laws. 
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This order shall not authorize any such member bank to 
reopen for the performance of usual and normal functions 
until it shall have i eceived a license from the Secretary of the 
Treasury as provided in Executive order of March 10, 1933. 

Feankun D. Eoosbvblt. 

The White House, 

March 18, 1933. 


Executive Order, April 5, 1933 

By virtue of the authority vested in me by section 5 (b) of 
the act of October 6, 1917, as amended by section 2 of the 
act of March 9, 1933, entitled “An act to provide relief in 
the existing national emergency in banking, and for other 
purposes, ’ ’ in which amendatory act Congress declared that a 
serious emergency exists, I, Franklin D. Eoosevelt, President 
of the United States of America, do declare that said national 
emergency stiU continues to exist and pursuant to said section 
do hereby prohibit the hoarding of gold coin, gold bullion, and 
gold certificates within the continental United States by indi- 
viduals, partnerships, associations, and corporations and here- 
by prescribe the following regulations for carrying out the 
purposes of this order : 

Section 1. For the purposes of this regulation, the term 
“hoarding” means the withdrawal and withholding of gold 
coin, gold bullion, or gold certificates from the recognized and 
customary channels of trade. The term “person” means any 
individual, partnership, association, or corporation. 

Sec. 2. All persons are hereby required to deliver on or 
before May 1, 1933, to a Federal Eeserve bank or a branch or 
agency thereof or to any member bank of the Federal Eeserve 
System all gold coin, gold bullion, and gold certificates now 
owned by them or coming into their ownership on or before 
April 28, 1933, except the following : 

(a) Such amount of gold as may be required for legitimate 
and customary use in industry, profession, or art within a 
reasonable time, including gold prior to refining and stocks 
of gold in reasonable amounts for the usual trade require- 
ments of owners mining and refining such gold. 

(b) Gold coin and gold certificates in an amount not ex- 
ceeding in the aggregate $100 belonging to any one person; 
and gold coins having a recognized special value to collectors 
of rare and unusual coins. 
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(c) Gold coin and bullion earmarked oi held in tiust for 
a recognized foreign goreinment or foreign central bank or 
the Bank for International Settlements. 

(d) Gold coin and bullion licensed for other proper trans- 
actions (not involving hoaiding) including gold coin and bul- 
lion imported for reexport or held pending action on applica- 
tions for export licenses. 

Sec. 3. Until otherwise oideied any person becoming the 
owner of anv gold coin, gold bullion, or gold certificates after 
Apiil 28, 1933, shall, within 3 days after receipt thereof, de- 
liver the same in the manner presciibed in section 2; unless 
such gold coin, gold bullion oi gold certificates are held for 
any of the purposes specified m paiagraphs (a), (b), or (c) 
of section 2 ; or unless such gold com or gold bullion is held 
for purposes specified in paragraph (d) of section 2 and the 
person holding it is, with respect to such gold coin or bullion, 
a licensee or applicant for license pending action thereon. 

Sec. 4. Upon receipt of gold coin, gold bullion or gold 
certificates delivered to it in accordance with sections 2 or 3, 
the Federal Reserve bank or member bank will pay therefor 
an equivalent amount of any other form of coin or currency 
coined or issued under the laws of the United States. 

Sec. 5 i [ember banks shall deliver all gold coin, gold bul- 
lion, and gold certificates owned or received by them (other 
than as exempted under the provisions of sec. 2) to the Fed- 
eral Reserve banks of their respective districts and receive 
credit or pa 3 Tnent therefor. 

Sec. 6 The Secretary of the Treasury, out of the sum 
made available to the President by section 501 of the act of 
March 9, 1933, will in all proper cases pay the reasonable costs 
of transportation of gold coin, gold bullion or gold certificates 
delivered to a member bank or Federal Reserve bank in ac- 
cordance with sections 2, 3, or 5 hereof, including the cost of 
insurance, protection, and such other incidental costs as may 
be necessary, upon production of satisfactory evidence of 
such costs. Voucher forms for this purpose may be procured 
from Federal Reset ve banks. 

Sec. 7. In cases where the delivery of gold coin, gold bul- 
lion, or gold certificates by the owners thereof within the time 
set forth above will involve extraordinary hardship or diflS- 
eulty, the Secretary of the Treasury may, m his discretion, 
extend the time within which such delivery must be made. 
Applications for such extensions must be made in writing 



Appexdis 


107 


under oath, addre&sed to the Secretary of the Treasury and 
filed with a Federal Reserve baiik. Each application must 
state the date to which the extension is desired, the amount 
and location of the gold coin, gold bullion and gold certificates 
in respects of which such application is made and the facts 
showing extension to be necessary to avoid extraordinary 
hardship or difficulty. 

Sec. 8. The Secretary of the Treasury is hereby author- 
ized and empowered to issue such further regulations as he 
may deem necessary to carry out the purposes of this order 
and to issue licenses thereunder, through such officers or 
agencies as he may designate, including licenses permitting 
the Federal Reserve banks and member banks of the Federal 
Reserve System, in return for an equivalent amount of other 
coin, currency, or credit, to deliver, earmark, or hold in trust 
gold coin and bullion to or for persons showing the need for 
the same for any of the pui poses specified in paragraphs (a), 
(c), and (d) of section 2 of these regulations. 

Sec. 9. Whoever willfully violates any provision of this 
Executive order or of these regulations or of any rule, regu- 
lation, or license issued thereunder may be fined not more 
than $10,000, or, if a natural person, may be imprisoned for 
not more than 10 years, or both ; and any officer, director, or 
agent of any corporation who knowingly participates in any 
such violation may be punished by a like fine, imprisonment, 
or both. 

This order and these regulations may be modified or re- 
voked at any time. 

Fbanklist D. Roosevelt. 

The White House, 

April 5, 1933. 


Executive Order, April 20, 1933 

By virtue of the authority vested in me by section 5 (b) 
of the act of October 6, 1917, as amended by section 2 of the 
act of March 9, 1933, entitled “An act to provide relief in 
the existing national emergency in banking, and for other pur- 
poses,” in which amendatory act Congress declared that a 
serious emergency exists, I, Franklin D Roosevelt, President 
of the United States of America, do declare that said national 
emergency still continues to exist and pursuant to said sec- 
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tioii and by virtue of all otlier authority vested in me, do 
hereby issue the following Executive order : 

1. Until further order, the earmarking for foreign account 
and the export of gold coin, gold bullion, or gold certificates 
from the United States or any place subject to the jurisdiction 
thereof are heieby prohibited, except that the Secretary of 
the Treasury, in his discretion and subject to such regulations 
as he may prescribe, may issue licenses authori 2 ang the ex- 
port of gold coin and bullion (a) earmarked or held in trust 
for a recognized foreign government or foreign central bank 
or the Bank for International Settlements, (b) imported for 
reexport or gold in reasonable amounts for usual trade re- 
qTurements of refiners importing gold bearing materials under 
agreement to export gold, (c) actually required for the ful- 
fillment of any contract entered into prior to the date of this 
order, by an applicant who in obedience to the Executive 
order of April 5, 1933, has delivered gold coin, gold bullion, 
or gold certificates, and (d) with the approval of the Pres- 
ident, for transactions which he may deem necessary to pro- 
mote the public interest. 

2. Until further order, the Secretary of the Treasury is 
authorized, through any agency that he may designate, to 
investigate, regulate, or prohibit, under such rules and regu- 
lations as he may prescribe, by means of licenses or otherwise, 
any transactions in foreign exchange, transfers of credit from 
any banking institution within the United States or any place 
subject to the jurisdiction thereof to any foreign branch or 
office of such banking institution or to any foreign bank or 
banker, and the export or withdrawal of currency from the 
United States or any place subject to the jurisdiction of the 
United States, by any individual, partnership, association, or 
corporation within the United States or any place subject to 
the jurisdiction thereof; and the Secretary of the Treasury 
may reqmre any individual, partnership, association, or cor- 
poration engaged in any transaction referred to herein to 
furnish under oath, complete information relative thereto, 
including the production of any books of account, contracts, 
letters, or other papers, in connection therewith in the cus- 
tody or control of such individual, partnership, association, or 
corporation either before or after such transaction is com- 
pleted. 

3. The provisions relating to foreign exchange transac- 
tions contained in the Executive order of March 10, 1933, 
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shall remain in Mi force and effect except as amended or 
supplemented by this order and by regulations issued here- 
under. 

4. Applicants who have gold coin, gold bullion, or gold 
certificates in their possession, or who in obedience to the 
Executive order of April 5, 1933, have delivered gold coin, 
gold bullion, or gold certificates shall be entitled to licenses 
as provided in section 8 of said Executive order for amounts 
not exceeding the equivalent of such coin, bullion, or certifi- 
cates held or delivered. The Secretary may in his discretion 
issue or decline to issue any other licenses under said Execu- 
tive order, which shall in all other respects remain in full 
force and effect. 

5. Whoever willfully violates any provision of this Execu- 
tive order or of any rule, regulation or license issued there- 
under may be fined not more than $10,000, or, if a natural 
person, may be imprisoned for not more than 10 years, or 
both; and any officer, director, or agent of any corporation 
who knowingly participates in any such violation may be 
punished by a hke fine, imprisonment, or both. 

This order may be modified or revoked at any time. 

Feanklin D. Roosevelt. 

The White House, 

April 20, 1933. 


Executive Order, August 28, 1933 

By virtue of the authority vested in me by section 5 (b) 
of the act of October 6, 1917, as amended by section 2 of the 
act of March 9, 1933, entitled “An act to provide relief in the 
existing national emergency in banking and for other pur- 
poses,” I, Frankhn D. Roosevelt, President of the United 
States of America, do declare that a period of national emer- 
gency exists, and by virtue of said authority and of all other 
authority vested in me, do hereby prescribe the following pro- 
visions for the investigation and regulation of the hoarding, 
earmarking, and export of gold coin, gold bullion, and gold 
certificates by any person within the United States or any 
place subject to the jurisdiction thereof ; and for the investi- 
gation and regulation of transactions in foreign exchange and 
transfers of credit and the export or withdrawal of currency 
from the United States or any place subject to the jurisdiction 
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thereof by any person within the United States or any place 
subject to the jurisdiction thereof. 

Sec. 2. Definitions. — As used in this order the term “per- 
son” means an individual, partnership, association, or cor- 
poration, and the term “the X'mted States” means the United 
States and any place subject to the jurisdiction thereof. 

Sec. 3. Returns. — ^^Vithin 15 days from the date of this 
order eveiy person in possession of and every person owning 
gold com, gold bullion, or gold certificates shall make under 
oath and file as hereinaftei pro\’ided a return to the Secre- 
tary of the Treasury containing true and complete informa- 
tion relative thereto, including the name and address of the 
person making the i eturn ; the kind and amount of such coin, 
bullion, or certificates held and the location thereof; if held 
for another, the capacity in which held and the person for 
whom held, together with the post-office address of such per- 
son; and the nature of the transaction requiring the holding 
of such coin, bullion, or certificates and a statement explaining 
why such transaction cannot be carried out by the use of cur- 
rency other than gold certificates; provided that no returns 
are required to be filed with respect to — 

(a) Gold coin, gold bullion, and gold certificates in an 
amount not exceeding in the aggregate $100 belonging to any 
one person ; 

(b) Gold coin having a recognized special value to col- 
lectors of rare and unusual coin ; 

(c) Gold coin, gold bullion, and gold certificates acquired 
or held under a license heretofore granted by or under author- 
ity of the Secretary of the Treasury ; and 

(d) Gold coin, gold bullion, and gold certificates owned 
by Federal Reserve banks. 

Such return required to be made by an individual shall be 
filed with the collector of internal revenue for the collection 
district in which’such individual resides, or, if such individual 
has no legal residence in the United States, then with the col- 
lector of internal revenue at Baltimore, Md. Such return 
required to be made by a partnership, association, or corpo- 
ration shall be filed with the collector of internal revenue of 
the collection district in which is located the principal place 
of business or principal office or agency of such partnership, 
association, or corporation, or, if it has no principal place of 
business or principal office or agency in the United States, 
then with the collector of internal revenue at Baltimore, Md. 
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Such return requiied to be made by an individual residing in 
Alaska shall be filed with the collector of internal revenue at 
Seattle, Wash Such return required to be made by a part- 
nership, association, or corporation having its principal place 
of business or principal office or agency in Alaska shall be 
filed with the eollectoi of internal revenue at Seattle, Wash, 

The Secietaiy of the Treasury may giant a reasonable ex- 
tension of time for filing a leturn, under such rules and legu- 
lations as he shall pi escribe. Xo such extension shall be for 
moie than 45 days fioni the date of this Executive order. 
An extension gi anted hereunder shall be deemed a license to 
hold for a period ending 13 days after the expiration of the 
extension. 

The returns required to be made and filed under this sec- 
tion shall constitute public records ; but they shah, be open to 
public inspection only upon order of the President and under 
rules and legulations prescribed by the Secretary of the 
Treasury. 

A return made and filed in accordance with this section by 
the owner of the gold coin, gold bullion, and gold certificates 
described therein, or his duly authorized agent, shall be 
deemed an application for the issuance under section 5 hereof 
of a license to hold such coin, bullion, and certificates. 

Sec. 4. Acquisition of gold coin and gold bullion. — Xo per- 
son other than a Federal Reserve bank shall after the date 
of this order acquire in the Umted States any gold coin, gold 
bullion, or gold certificates except under license therefor is- 
sued pursuant to this Executive order, provided that member 
banks of the Federal Reserve System may accept deliveiy of 
such coin, bullion, and certificates for surrender promptly to 
a Federal Reserve bank, and provided further that persons 
requiring gold for use in the industry, profession, or ait in 
which they are regularlj’- engaged may replenish their stocks 
of gold up to an aggiegate amount of $100, by acquisitions of 
gold bullion held under licenses issued under section 5 (b), 
without necessity of obtaining a license for such acquisitions. 

The Secretary of the Treasury, subject to such further regu- 
lations as he may prescribe, shall issue licenses authorizing 
the acquisition of — 

(a) Gold coin or gold bullion which the Secretary is satis- 
fied is required for a necessary and lawful transaction for 
which currency other than gold certificates cannot be used, by 
an applicant who establishes that since March 9, 1933, he has 
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surrendered an equal amount of gold coin, gold bullion, or 
gold certificates to a banking institution in tbe continental 
United States or to the Treasarei of the United States; 

(b) Gold coin or gold bullion which the Secretary is sat- 
isfied is required by an applicant who holds a license to export 
such an amount of gold com or gold bullion issued under sub- 
divisions (e) or (d) of section 6 hereof, and 

(e) Gold bullion which the Secretary, or such agency as 
he may designate, is satisfied is required for legitimate and 
customary use in industry, profession, or art by an applicant 
legularly engaged in such industry, profession, or art, or in 
the business of furnishing gold therefor. 

Licenses issued pursuant to this section shall authorize the 
holder to acquire gold coin and gold bullion only from the 
sources specified by the Secretary of the Treasury in regu- 
lations issued hereunder. 

Sec. 5. Holding of gold coin, gold bullion, and gold cer- 
tificates. — ^After 30 days from the date of this order no per- 
son shall hold in his possession or retain any interest, legal or 
equitable, in any gold coin, gold bullion, or gold certificates 
situated in the United States and owned by any person sub- 
ject to the jurisdiction of the United States, except under li- 
cense therefor issued pursuant to this Executive order; 
provided, however, that licenses shall not be required in order 
to hold in possession or retain an interest in gold coin, gold 
bullion, or gold certificates with respect to which a return need 
not be filed imder section 3 hereof. 

The Secretary of the Treasury, subject to such further 
regulations as he may prescribe, shall issue licenses authoriz- 
ing the holding of — 

(a) Gold coin, gold bullion, and gold certificates, which 
the Secretary is satisfied are required by the person owning 
the same for necessary and lawful transactions for which 
currency, other than gold ceitificates, cannot be used; 

(b) Gold bullion which the Secretary, or such agency as 
he may designate, is satisfied is required for legitimate and 
customary use in industry, profession, or art by a person 
regularly engaged in such industry, profession, or art or in the 
business of furnishing gold therefor ; 

(c) Gold coin and gold bullion earmarked or held in trust 
since before April 20, 1933, for a recognized foreign govern- 
ment or foreign central bank or the Bank for International 
Settlements ; and 
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(d) Gold coin and gold bnllion imported for reexport or 
held pending action upon application for export licenses. 

Sec. G Earmarking and export of gold coin and gold bul- 
lion. — ^After the date of this order no person shall earmark 
or export any gold coin, gold bullion, or gold certificates from 
the Umted States, except under heense therefor issued by 
the Secretary of the Treasury pursuant to the provisions of 
this order. 

The Societal y of the Tieasuiy, in his discretion and sub- 
ject to such regulations as he may prescribe, may issue licenses 
authorizing — 

(a) The export of gold coin or gold bullion earmarked or 
held in trust since before Apiil 20, 1933, for a recognized 
foieign government, foreign central bank, or the Bank for 
International Settlements; 

(b) The export of gold, (i) imported for reexport, (ii) re- 
fined from goldbearing materials imported by the applicant 
under an agieement to export gold, or (iii) in bullion con- 
taining not more than five ounces of gold per ton ; 

(c) The export of gold coin or gold bullion to the extent 
actually required for the fulfillment of a contract entered into 
by the applicant prior to April 20, 1933, but not in excess of 
the amount of the gold coin, gold bullion, and gold certificates 
surrendered by the applicant on or after March 9, 1933, to a 
banking institution in the continental United States or to the 
Treasurer of the United States ; and 

(d) The earmarking for foreign account and/or export of 
gold coin or gold bullion, with the approval of the President, 
for transactions which the Secretary of the Treasury may 
deem necessary to promote the public interest. 

Sec. 7. Umted States possessions — Shipments thereto. — 
The provisions of sections 3 and 5 of this order shall not apply 
to gold coin, gold bullion, or gold certificates which are situ- 
ated in the Philippine Islands, American Samoa, Guam, 
Hawaii, Panama Canal Zone, Puerto Eico, or the Virgin 
Islands of the United States, and are owned by a person not 
domiciled in the continental United States. The provisions 
of section 4 shall not apply to acquisitions by persons within 
the Philippine Islands, American Samoa, Guam, Hawaii, 
Panama Canal Zone, Puerto Eico, or the Virgin Islands of 
the United States of gold coin or gold bullion which has not 
been taken or sent thereto since April 5, 1933, from the con- 
tinental United States or any place subject to the jurisdiction 
thereof. 
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Sec 8. Until further order, the Secretary of the Treasury 
is authorized, through any agency that he may designate, to 
investigate, regulate, or prohibit, under such rules and regu- 
lations as he may prescribe, by means of licenses or other- 
wise, any transactions in foreign exchange, transfers of credit 
from any hanking institution within the United States to any 
foreign branch or office of such banking institution or to anj'- 
foreign bank or bankei, and the export or withdrawal of cur- 
rency from the United States, by any person within the United 
States ; and the Secretary of the Treasury may i equire any 
person engaged in any transaction referred to herein to fur- 
nish under oath complete information i elative thereto, includ- 
ing the production of any books of account, contracts, letters, 
or other papers, in connection therewith in the custody or 
control of such person either befoi e or after such transaction 
IS completed. 

Sec. 9. The Secretary of the Treasury is hereby author- 
ized and empowered to issue such regulations as he may deem 
necessary to cairy out the purposes of this order. Such regu- 
lations may provide for the detention in the United States of 
any gold coin, gold bullion, or gold certificates sought to be 
transported beyond the limits of the continental United States, 
pending an investigation to determine if such com, bullion, or 
certificates are held or are to be acquired in violation of the 
provisions of this Executive order. Licenses and permits 
granted in accordance with the provisions of this order and 
the regulations prescribed hereunder, may be issued through 
such officers or agencies as the Secretary may designate. 

Sec. 10. Whoever willfully violates any provision of this 
Executive order or of any license, order, rule, or regulation 
issued or prescribed hereunder, shall, upon conviction, be 
fined not more than $10,000, or, if a natural person, may be 
imprisoned for not more than 10 years, or both; and any 
officer, director, or agent of any corporation who knowingly 
participates in such violation may be punished by a like fine, 
imprisonment, or both 

Sec. 11. The Executive orders of April 5, 1933, forbidding 
the hoarding of gold coin, gold bullion, and gold certificates, 
and April 20, 1933, relating to foreign exchange and the ear- 
marking and export of gold coin or bullion or currency, re- 
spectively, are hereby revoked. The revocation of such prior 
Executive orders shall not affect any act done, or any right 
accruing or accrued, or any suit or proceeding had or com- 
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menced in any civil oi* criminal cause prior to said revocation, 
but all liabilities under said Executive orders shall continue 
and may be enforced in the same manner as if said revocation 
had not been made. This Executive order and any regula- 
tions or licenses issued hereunder may be modified or re- 
voked at any time 

Franklin D. Eoose'S'elt. 

The IYhite House, 

August 28, 1933. 


Executive Order, August 29, 1933 

By virtue of the authority vested in me by section 5 (b) 
of the act of October 6, 1917, as amended by section 2 of the 
act of Maich 9, 1933, entitled “An act to provide relief in 
the existing national emergency in banking and for other pur- 
poses,” I, Franklin D. Roosevelt, President of the Umted 
States of America, do declare that a period of national emer- 
gency exists, and by virtue of said authority and of all other 
authority vested in me, do hereby issue the following Execu- 
tive order: 

The Secretary of the Treasury is hereby authorized to re- 
ceive on consignment for sale, subject to such rules and legu- 
lations and upon such conditions as he shall prescribe, gold 
recovered from natural deposits in the United States or any 
place subject to the jurisdiction thereof. Sales may be made : 

(a) To persons licensed to acquire gold for use in the arts, 
industries or professions, or 

(b) By export to foreign purchasers. 

Such sales shall be made at a price which the Secretary 
shall determine to be equal to the best price obtainable in the 
free gold markets of the woild after taking into consideration 
any incidental expenses such as shipping costs and insurance. 

Such sales may be made through the Federal Reserve banks 
or such other agents as the Secretary may from time to time 
designate, and shall be subject to such charges as the Secre- 
tary may from time to time in his judgment determine. 

Every person depositing gold for sale as provided herein 
shall be deemed to have agreed to accept as conclusive with- 
out any right of recourse or review, the determination of the 
Secretary or his duly authorized agent as to the amount due 
such person as a result of any sale. 
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Consignments shall be sold as nearly as may be in the order 
of their receipt. 

The Secretary of the Treasury, in his discretion and subject 
to such regulations as he may prescribe, is hei eby authorized 
to issue licenses permitting the export of articles fabricated 
from gold sold pursuant to this Executive order. 

This Executive order may be modified or revoked at any 
time 

Franklin D. Roosevelt. 

The "White House, 

August 29, 1933, 


Executive Order, October 25, 1933 

By virtue of the authority vested in me by section 5 (b) 
of the act of October 6, 1917, as amended by section 2 of the 
act of March 9, 1933, entitled “An act to provide relief in 
the existing national emergency in banking and for other 
purposes,” I, Franklin D. Roosevelt, President of the United 
States of America, do declare that a period of national emer- 
gency exists, and by virtue of said authority and of all other 
authority vested in me, do hereby issue the following Execu- 
tive order: 

Section 1. The Executive order of August 29, 1933, re- 
lating to the sale and export of gold recovered from natural 
deposits, is hereby revoked; provided, however, that the 
Secretaiy of the Treasury is authorized to sell in accordance 
therewith gold received on consignment for sale on or before 
the date of this Executive order. 

Sec. 2. The United States mints and assay offices are 
hereby authorized, subject to such regulations as may from 
time to time be prescribed by the Secretary of the Treasury, 
to receive on consignment gold which the mint or assay office 
to which the gold is delivered is satisfied has been recovered 
from natural deposits in the United States or any place sub- 
ject to the jurisdiction thereof. 

Sec. 3. The Reconstruction Finance Corporation is au- 
thorized, subject to such regulations as may from time to 
time be prescribed by the Secretary of the Treasury, to 
acquire gold which has been received on consignment by a 
United States mint or assay office, and to hold, earmark for 
foreign account, export, or otherwise dispose of such gold. 
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Sec 4. The Executive order of August 28, 1933, relating 
to the hoarding, export, and earmarking of gold com, bulhon, 
or currency, and to transactions in foreign exchange, is hereby 
amended to permit, subject to such regulations as may from 
time to time be prescribed by the Secretary of the Treasury, 
the export of articles fabricated from gold. 

Sec. 5. The Secretary of the Treasury is hereby authorized 
and empo\rered to issue such regulations as he may deem 
necessary to carry out the purpose of this Executive order. 

Sec. 6. This Executive order and any regulations issued 
hereunder may be modified or revoked at any time. 

Fkanklix D. Roosevelt. 

The White House, 

October 25, 1933. 


Regulations Issued by the Secretary of the Treasury in 
Connection with the Banking Holiday 

No. 1 

Tbeasuey Depaetmeht Foe Immediate Release 

Monday, March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has authorized all Federal reserve 
banks and all other banking institutions to make change by 
the exchange of currency and/or com of various denomina- 
tions for an exactly equal amount of currency and/or coin 
of other denominations, but no gold or gold certificates shall 
be paid out in making change. 

No. 2 

Teeasuey Dbpaetment Foe Immediate Release 

March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation: 

“AJl banking institutions may allow their customers 
free access to the safety deposit boxes and safes rented 
to such customers.” 
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No. 3 

Teeasury Department For Immediate Release 

Monday, March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declatiug a bank holiday, the 
Secretaiy of the Treasury has issued the following regulation : 

“All banking institutions may upon request return 
intact and without restriction all cash, checks, and other 
items delivered for deposit or collection which were re- 
ceived after the last closing of business hours and have 
not been entered on the books of such banking institu- 
tion.” 

No. 4 

Treasury Department Foe Immediate Release 

March 6, 1933. 

Under the authority confeired upon him by the President’s 
Pioelamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 

“All banking institutions may continue, in accordance 
with usual practice, to cash cheeks drawn on the Treas- 
urer of the United States, provided that no gold or gold 
certificates shall be paid out.” 

No. 5 

Treasury Department For Immediate Release 

March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 

“Any banking institution may accept payments in cash 
or any othei form acceptable to it on account or in settle- 
ment of obligations payable at or to such institution.” 

No. 6 

Treasury Department For Immediate Release 

March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 

“Any banking institution may handle and collect drafts 
or other documents in connection with the shipment, 
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transpoi’tation or delxveiy of food oi feed products, may 
pay out or permit the withdrawal of such amounts of 
currency as shall be necessary in the judgment of such 
banking institution in connection with such shipment, 
transpoitation or deliveiy of food or feed products, and 
may perform such other banking functions as may be 
essential to the shipment, transpoitation or delivery of 
food or feed products, provided, however, that no bank- 
ing institution shall pay out or pennit the withdrawal of 
any gold or gold certificates.” 

No. 7 

Treasury Departmeitt For Immediate Reuiase 

March 6, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, decldiing a bank holiday, the 
Secretary of the Tieasury has issued the followung regula- 
tions : 


“Deposits heietofoie leeeived by any banking institu- 
tion pursuant to agreement or legislative authority pro- 
viding for segregation and for repayment without 
restriction may be paid on demand. Any banking institu- 
tion which was lawfully engaged in the business of 
receiving deposits prior to March 6, 1933, may create 
special trust accounts for the receipt of new deposits 
which shall be subject to withdiawal on demand without 
any restriction or limitation and shall be kept separately 
in cash or on deposit in Federal Reserve Banks or in- 
vested in obligations of the United States. Federal re- 
serve banks may open special accounts on their books for 
their member loanks and temporarily for non-member 
banks and may receive in such special accounts the pio- 
ceeds of new deposits received by such banking institu- 
tions. In making deposits with the Federal reserve bank 
pursuant to this regulation the depositing bank shall in 
the case of each deposit indicate to the Federal reserve 
bank by symbol or otherwise that the funds so deposited 
represent new deposits made under this regulation. 
Upon receipt of such deposits such Federal reserve bank 
shall credit the same in the special account of the de- 
positing bank herein provided for and shall hold the same 
solely for repayment to such bank. Federal reserve 
banks shall permit the withdrawal of any part or all of 
such new deposits by the depositing bank without re- 
strictions provided that the depositing bank shall in such 
order or request for withdrawal indicate to the Federal 
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I eserve bank by symbol oi otherwise that such withcli awal 
is to be made from such special account, provided how- 
ever that no banking institution shall pay out or permit 
the withdrawal of any gold or gold certificates.” 


No. 8 

TREisrny Department Foe Immediate Release 

March 7, 1933. 

Under the authoritv conferred upon him by the President’s 
Proclamation of iVlarch 6, 1933, declaring a bank holiday, the 
Sect etary of the Treasury has issued the following regulation : 

“MTiere settlement for checks charged by drawee insti- 
tutions to the drawers ’ accounts on its books on or before 
March 4, 1933 is incomplete, settlement mav be completed 
where such settlement does not involve the payment of 
money or currency.” 

No. 9 

Tbeasuey Department Fob Immediate Release 

March 7, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 

‘‘Any banking institution may deliver to the person 
entitled thereto properly identified documents and securi- 
ties held by such institution for safekeeping.” 

No. 10 as Amended 

Foe the Press For Immediate Release 

March 10, 1933. 

Statement by Secretary of the Treasury "Woodin 

Under the terms of the Act of March 9, 1933, immediate 
action has been taken by the President and the Secretary of 
the Treasury which will make possible the resumption of 
banking operations in substantial volume at a very early date. 
Pending such resumption the vital needs of communities must 
be met. Attention of all banking institutions is called to 
Regulation 10 which is still in force and which as amended 
provides for cooperation between banks in different com- 
munities and reads as follows: 

“j^y national or State banking institution may exer- 
cise its usual banking functions to such extent as its situ- 
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ation shall permit and as shall be absolutely necessary 
to meet the needs of its community for food, medicine, 
other necessities of life, for the relief of distress, for the 
pajmient of usual salaries and wages, for necessary cur- 
rent expenditures for the purpose of maintaining em- 
ployment, and for other similar essential purposes. 
Banking institutions may carry out such transactions as 
may be necessary to aid banking institutions in other 
comnaunities to meet the necessities set forth above. 
Provided, however, that (1) every precaution shall be 
taken to prevent hoarding or the unnecessary withdrawal 
of currency ; (2) No State banking institution shall engage 
in any transaction under this regulation which is in viola- 
tion of State or Federal law or of any regulation issued 
thereunder; (3) No National banking association shall 
engage in any transaction under this section which is in 
violation of any Federal law or of any order or regula- 
tion issued by the Comptroller of the Currency; and (4) 
No gold or gold certificates shall be paid out. Each 
banMng institution and its directors and officers will be 
held strictly accountable for faithful compliance with 
the spirit and purpose as well as the letter of this regu- 
lation. 

“Federal reserve banks may carry on such functions 
as may be necessary to facilitate transactions authorized 
by this regulation. 

“In ordei to enable member banks of the Federal re- 
serve system to meet the needs of their respective com- 
munities to the extent authorized by this regulation 
Federal reserve banks may make advances to such mem- 
ber banks under the conditions set forth in Section 10 (b) 
of the Federal Reserve Act as amended by the act of 
March 9, 1933, and in accordance with authority granted 
by the Federal Reserve Board. 

“In addition, in order to enable individuals, partner- 
ships and corporations to meet their immediate payroll 
requirements, Federal reserve banks may make tempo- 
rary advances to such individuals, partnerships and cor- 
porations on their promissory notes secured by direct 
obligations of the United States in accordance with 
authority granted by the Federal Reserve Board.” 

No. 11 

TEEAStJEY DbPAETMBNT FoE IMMEDIATE ReIEASE 

March 7, 1933. 

Under the authority conferred upon the Secretary of the 
Treasury by the President’s Proclamation of March 6, 1933, 
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declaring' a bank holiday, the Secretary of the Treasury an- 
nounces that any bank having a branch in a foreign country 
may deposit collateral in the United States to secure advances 
to such branch in a foreign country and any bank having a 
branch in an insular possession of the United States may 
deposit United States Government securities or other collat- 
eral for a similar puipose when under the President’s Procla- 
mation advances of local currency in the insular possession 
may lawfully be made. 

No. 12 

Trbasubv Depaetmekt For Immediate Release 

March 7, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regula- 
tions : 

“Clearing house associations and other associations 
organized to pro'vide an adequately secured medium of 
temporary exchange, are hereby permitted to issue cer- 
tificates against sound assets of banking institutions, such 
certificate to be deliverable by each institution to its 
creditors and depositors on a pro rata basis, provided, 
however, that no such certificates shall be issued before 
Friday, March 10, 1933, without the consent of the Secre- 
tary of the Treasury addressed to the clearing house or 
other association proposing to issue such certificates, and 
further provided that this permission may be revoked in 
the event that a national plan to meet the existing emer- 
gency is proposed by the Secretary of the Treasury if 
in his opinion the success of such plan would be incon- 
sistent with the operation of the certificate plan.” 

No. 13 

Treasury Department For Immediate Release 

March 7, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the f ollo'wing regulation ; 

“Any banking institution lawfully engaged in the busi- 
ness of acting as trustee, executor, administrator, regis- 
trar of stocks and bonds, transfer agent, guardian of 
estates, assignee, receiver, committee of estates of luna- 
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tics, or in any other fiduciary capacity may continue to 
transact such business in the normal and usual manner ; 
provided that in the conduct of said business, except as 
may be permitted by other regulations of the Secretary 
of the Treasury, such banking institution shall not pay 
out or permit the withdrawal of coin or currency nor 
withdraw any trust or fiduciary funds on deposit with 
any other department of the bank.” 


No. 14 

Treasury Depaetment Foe Immediate Eeiease 

March 7, 1933. 

Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 

“Federal reserve banks are authorized to conduct their 
normal and usual operations as fiscal agents of the United 
States in transactions peitaining to the exchange of 
obligations of the United States, such as making ex- 
change of denominations, exchan^ng coupon for regis- 
tered bonds, and mee versa, receiving registered bonds 
for transfer and effecting C. P. D. transactions.” 


No. 15 

Treasury Depaetmekt For Immediate Release 

March 8, 1933. 


Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, declaring a bank holiday, the 
Secretary of the Treasury has issued the following regulation : 


‘ ‘ The permission granted in Regulation Number 7 that 
deposits heretofore received hj any banking institution 
pursuant to agreement or legislative authority providing 
for segregation and repayment without restriction may 
be paid on demand, includes any bank in which any such 
deposits have been redeposited by or on behalf of the 
receiving bank in accordance with such agreement or 
legislative authority.” 


Treasury Department 


No. 16 

For Immediate Release 
March 10, 1933. 


Under the authority conferred upon him by the President’s 
Proclamation of March 6, 1933, as extended, declaring a bank 
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holiday, the Secretaiy of the Treasury has issued the follow- 
ing regulation: 

‘ ‘ All hanking institutions are hereby authorized to take 
such steps and carry through such transactions as may 
be necessary to complete for their own account, or the 
account of their eustomeis, payment on any subscriptions 
for Treasury bills of the United States for which pay- 
ment was due on March 6, 1933.” 

W. H. WOODIN 
Secretary of the Treasury. 

No. 17 

Teeasuey Department Foe Immediate Release 

March 10, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6 and March 9, 1933, declaring and 
continuing a bank holiday, the Secretary of the Treasury has 
issued the following regulation: 

“Any banking institution may, when the owners con- 
sent thereto, pay cheeks issued prior to March 6, 1933, 
and received in due course of business by the drawee 
banking institution, by charging the amounts thereof to 
the accounts of the drawers and crediting such amounts 
to the accounts of such owners on the books of the drawee 
banking institution.” 

No. 18 

Teeasxjey Department Poe Immediate Release 

March 11, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation: 

“All banking institutions are hereby authorized to sub- 
scribe and pay for any United States Government obliga- 
tions which may be offered for subscription and sale by 
the Secretary of the Treasury. Federal Reserve Banks 
may carry on such functions as may be necessary to 
facilitate such transactions as are authorized by this 
regulation. 

“All Federal Reserve Banks are authorized to redeem 
matured obligations of the United States and to cash 
matured coupons provided no gold or gold certificates 
shall be paid out.” 
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No. 19 

TeEASUET DEPAETilEIfT PoE IMMEDIATE ReEEASE 

ilarcli 11, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation: 

‘ ‘ Except as otherwise prohibited by law, banking insti- 
tutions may exercise their normal and usual functions in 
permitting substitution for or release of collateral held 
by them, provided other collateral or cash of equal oi 
gi eater value is leceived in exchange therefor.” 


No. 20 

Teeasuey Depaetment Foe Immediate P,ET,-EAaE 

March 11, 1933. 

Under the authority conferred upon him by the President’s 
Pi oclamations of March 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation: 

“All Federal Eeserve Banks and their Branches and 
Agencies may open March 13, 1933, and may remain open 
for the performance of all usual and normal banlang 
functions except as prohibited by the Executive Order 
issued by the President on March 10, 1933, and any fur- 
ther orders or regulations hereafter issued.” 


No. 21 

Teeasuey Depaetment Poe Immediate Reiease 

March 11, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation: 

“Banking institutions which are not members of the 
Federal Eeserve System or organized under the laws of 
the United States and which are not under the immediate 
supervision of any State authority may, on and after 
March 13, 1933, carry on their normal and usual func- 
tions, except as otherwise prohibited and except that no 
such institutions shall pay out any gold coin, gold bullion 
or gold certificates, unless authorized by the Secretary 
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of tlie Treasury, nor allow withdrawal of any currency 
for hoarding, nor engage in any transaction in foreign 
exchange except such as may be undertaken for legitimate 
and normal business requirements, for reasonable travel- 
ing and other personal requirements, and for fulfillment 
of contracts entered into prior to March 6, 1933.” 

No. 22 

Tbeascet Depabtjiext Foe Immediate Eeuease 

March 11, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of Maich 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation : 

“All Federal land banks, Federal intermediate credit 
banks, joint stock land banks. Federal home loan banks, 
regional agricultural credit corporations and the Recon- 
struction Finance Corporation are hereby permitted to 
open at 9 o’clock, A. M., Monday, March 13, 1933, to per- 
form their usual banking functions except to the extent 
prohibited by the executive order of the President of the 
United States, issued March 10, 1933, by Federal or State 
law, or as may hereafter be limited or prohibited by regu- 
lations promulgated by the Secretary of the Treasury. 

‘‘This permission, as to each of the foregoing banking 
institutions, may be revoked in whole or m part by the 
Secretary of the Treasury at any time, and is granted as 
to each such institution upon the express condition that 
such institution shall deliver, within thirty days from 
the date hereof, to the Treasurer of the United States or 
to a Federal Reserve Bank or a Federal Reserve branch 
bank of the district in which it is located, all gold coin, 
gold buUioii, and gold certificates owned by it, and receive 
payment in other forms of coin or in currency.” 

Amendment to No. 22 

Tkeasuet Depaetment • For Immediate Release 

March 13, 1933. 

Regulation No. 22 issued March 11, 1933, under the author- 
ity conferred upon me by the President’s Proclamations of 
March 6, 1933 and of March 9, 1933, declaring and continuing 
a bank holiday is hereby amended so that the first paragraph 
thereof shall read as follows : 

“All Federal land banks, Federal intermediate credit 
banks, joint stock land banks. Federal home loan banks. 
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Corporations organized under Section 25(a) of the Fed- 
eral Reserve Act, regional agricultural credit corpora- 
tions and the Reconstruction Finance Corporation are 
hereby permitted to open at 9 o’clock, A. M., Monday, 
March 13, 1933, to perform their usual banking functions 
except to the extent prohibited by the executive order of 
the President of the United States, issued March 10, 1933, 
by Federal or State law, or as may hereafter be limited or 
prohibited by legulations promulgated by the Seeretaiy 
of the Treasurv.” 

W. H. WOODIN 
Secretary of the Treasury. 

No. 23 

Tbeasuby Department Foe Immediate Ret .ease 

March 12, 1933. 

Under the authority conferred upon me by the President’s 
Proclamations of Alaich 6th and Alai eh 9th and Executive 
Order of the Piesident of the United States, dated Alareh 10, 
1933, I hereby issue the following regulation governing aU 
Banking Institutions whether or not licensed to carry on 
usual and normal functions by the Secretary of the Treasury 
or appropiiate State authority: 

“No banking institution shall permit any withdrawal 
by any person when such institution, acting in good faith, 
shall deem that the withdrawal is intended for hoarding. 
Any banking institution, before permitting the with- 
drawal of large or unusual amounts of currency, may 
require from the person requesting such withdrawal, a 
full statement under oath of the purpose for which the 
currency is requested.” 

W, H. WooDiN 
Secretary of the Treasury. 

No. 24 

Teeasuey Department For Immediate Release 

March 12, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933 and of March 9, 1933, de- 
claring and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulations : 

“All banking institutions may cash official drafts drawn 
upon the Secretary of State for payment of salaries, 
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traveling and other contingent expenses but not for per- 
sonal account, and remit the amounts thereof to the bants 
from which the drafts are received, provided that no gold 
or gold certificates shall be paid out. ’ ’ 

■W. H. "WooDis 
Secretary of the Treasury. 

No. 25 

Treasury Dep.^rtmest For Immediate Release 

March 13, 1933. 

Under the authoiity eonferied upon him by the President’s 
Proclamations of Maich 6, 1933, and March 9, 1933, declaring 
and continuing a bank hohday, the Secretary of the Treasury 
has issued the following regulation ; 

“Pending the determination by the Treasury Depart- 
ment of a suitable procedure for licensing the delivery 
of gold for use in trade, profession or art. Federal Re- 
serve Banlcs are hereby authorized to deliver upon request 
therefor gold in amounts deemed by such bank to be rea- 
sonably requiied for legitimate and customary uses in 
trade, profession or art, provided such request is accom- 
panied by affidavit of the person requesting such gold 
stating the amount of unmanufactured gold on hand and 
the facts making it necessary to obtain such gold for the 
purpose of maintaining employment. 

“All banks licensed to open for usual and normal func- 
tions are permitted to carry out any transaction necessary 
to complete the delivery of any gold authorized by any 
Federal Reserve Bank to be delivered in accordance with 
such request.” 

W. H. WooDiN 
Secretary of the Treasury. 

No. 26 

Treasury Department For Immediate Release 

March 13, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, de- 
claring and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation : 

“All hanking institutions may issue drafts transferring 
credits from any place in the United States to any other 
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place in tke ITnited States and from any place in the 
United States to any place m a foreign country in connec- 
tion with payments for domestic and foreign patent, 
trademark and design application fees, and in payment 
for domestic and foreign patent and trademark taxes and 
lenewals Xo gold or gold certificates shall be paid out, 
withdrawn, or expoited under this regulation.” 

W. H. WOODIN 
Secietaiy of the Treasury. 

No. 27 

Treasury Department Foe Immedlate Release 

March 18, 1933. 

Under authoiity conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, de- 
ciding and continuing a bank holiday, and the Executive 
Older of March 10, 1933, the Secretaiy of the Treasury has 
issued the following regulation: 

“Any State banking institution which is a member of 
the Federal Reserve System and which is not licensed by 
the Secretary of the Treasuiy to leopen for the perfoim- 
ance of usual banking functions may, with the approval 
of the appropriate State authoiity having immediate 
supervision of such banking institution, permit with- 
drawals by depositors and make payments to creditors 
of such percentage of the amounts due to them (not ex- 
ceeding 5%) as it may determine, provided that at or 
befoie the time of such withdrawal or payment it shall 
set aside and make available for such purpose a fund for 
the benefit of and sufficient to pay to all depositors and 
creditors the percentage so determined. 

“This regulation shall not in any way affect any right 
created by Regulation No. 7 nor limit or restrict any pay- 
ment thereby authorized. 

“Any right to authorize withdrawals or payments un- 
der the terms of this regulation shall terminate upon the 
appointment of any conservator, receiver or other appro- 
priate State official taking charge of the affairs of such 
banking institutions.” 

W. H. WooDijr 
Secretary of the Treasury. 
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No. 28 

TKEAsrEY Department Fob Immediate Release 

March 18, 1933. 

Under authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, de- 
claring and continuing a bank hohday, the Secretary of the 
Treasury has issued the following regulation : 

“After the close of business on Mai’ch 18, 1933, Treas- 
ury Regulation Xo. 6 and Treasury Regulation No. 10, as 
amended, shall be without force or effect to authorize any 
banking transaction therein referred to.” 

W. H. WOODIN 

Secretary of the Treasury. 

No. 29 

Treasury Department For Immediate Release 

March 21, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6 and of March 9, 1933, declaring and 
continuing a bank holiday, the Secretary of the Treasury has 
issued the following regulation: 

“Any banking institution which is a member of the 
Fedeial Reserve System and is not licensed to perform 
usual banking functions may rediscount or pledge with 
another banking institution renewals of notes which were 
previously rediscounted or pledged with such other bank- 
ing institution.” 

W. H. WOODIK 

Secretary of the Treasury. 

No. 30 

Treasury Department For Immediate Release 

March 28, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6, 1933, and of March 9, 1933, declar- 
ing and continuing a bank holiday, the Secretary of the 
Treasury has issued the following regulation : 

“Banking institutions which are members of the Fed- 
eral Reserve System and of which actual possession and 
control have been taken (a) by conservators appointed 
pursuant to the Act of March 9, 1933, or (b) by appro- 
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priate State officials appointed pursuant to State law, as 
permitted by the President’s Executive Order of March 
18, 1933, are permitted to transact such limited banking 
functions as may be authorized in accordance with law by 
the Comptroller of the Currency, m the case of national 
banks, or by the appropriate State officials, in the case 
of State member banks; provided, however, that no such 
ba nkin g institution shall reopen for the performance of 
its usual and normal functions until it shall have received 
a license from the Secretary of the Treasury. 

“This regulation shall not authorize any transaction 
with respect to the export or paying out of ”gold, or gold 
certificates, withdrawal of curiency for hoarding or trans- 
actions in foreign exchange prohibited or restricted by 
the Executive Order of March 10, 1933.” 

"W. H. WOODIN 
Secretary of the Treasury. 

No. 31 

Treasury Department Poe Immediate Eelease 

March 30, 1933. 

Under the authority conferred upon him by the President’s 
Proclamations of March 6 and of March 9, 1933, declaring and 
continuing a bank holiday, the Secretary of the Treasury has 
issued the following regulation: 

“Any banking institution which is a member of the 
Federal Eeserv^e System and is not lieensed to perform 
usual banking functions, but which is duly authorized to 
engage in the business of acting as trustee, executor, ad- 
ministrator, registrai of stocks and bonds, transfer agent, 
guardian of estates, assignee, receiver, committee of 
estates of lunatics, or in any other fiduciary capacity, may 
transact such business in the normal and usual manner 
and may make payments on account of the principal or 
income of trust or other fiduciary fimds to the persons 
entitled thereto ; provided, that, except to the extent per- 
mitted by other Emergency Banking Eegulations, no such 
banking institution shall withdraw or pay out any trust 
or other fiduciary funds on deposit with any other de- 
partment of such banking institution or make any other 
payment in connection with any trust or other fiduciary 
funds which would operate to discharge, as a whole or 
in part, any indebtedness, as distinguished from any trust 
or other fiduciary duty, of such banking institution. 
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“This regulation supersedes Emergency Banking 
Regulation No. 13 of iJtlareh 7, 1933, which is hereby re- 
voked.” 

W. H. WOODIN 
Secretary of the Treasury. 

No. 32 

Treasury Dep.^rtment For Immediate Release 

March 30, 1933. 

Under the authority conferred upon him by the Piesident’s 
Proclamations of March 6 and March 9, 1933, declaring and 
continuing a bank holiday, the Secretary of the Treasury has 
issued the following regulation: 

“Any State bank which is a member of the Federal 
Reserve System, and is not licensed by the Secretary of 
the Treasury to perform usual banking functions, may 
permit withdrawals of deposits which are lawfully se- 
cured b3^ collateral, ptovided, that such withdrawals aie 
(a) peimissible under applicable law, (b) duly author- 
ized by the Board of Directors of such bank, upon such 
terms with lespeet to the release of collateral as will fully 
protect all depositors and other creditors against the 
creation of any preferences, and (c) approved by the 
appropriate State authoritj’^ having supervision of such 
bank. 

“Any such bank is authorized to carry on such usual 
banking functions as may be essential to allow the with- 
drawals permitted by this regulation, subject to the pro- 
visions and restrictions above set forth and except as 
otherwise prohibited.” 

W. H. WoODIN 
Secretary of the Treasury. 
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Eecomitiendatioiis for Code of Ethics for Banks by 
J. P. T. O’Connor, Comptroller of the Currency 

Gibbon says the richest legacy ever left by one civilization 
to another is the Justinian Code. This monumental code sets 
up the principle that the inherent duties of mankind are im- 
posed by their public and piivate relations, and teaches that 
sin IS the object of theology, ^hce the object of ethics and crime 
the object of juiisprudence; hence, our usage of the term 
ethics as a “system of moral principles.” 

Indications of this reasoning are noted in the earliest im- 
portant code preserved to us, that of Hummurabi, a Baby- 
lonian Mug of 2050 B. C., and the teachings as well as the 
writings of other well known ancient people These serve to 
establish fir ml y the concept that ethics govern our relations 
with our fellow man in that broad field not covered by either 
Divine or Profane law. 

You appreciate that a Code of Ethics, then, will contemplate 
the moral obligations of a bank rather than its legal rights 
and obligations. The latter are covered, generally speaking, 
by law, regulations, Clearing House Association rules and the 
like. The code, however, must touch on the spirit of all these, 
as well as upon fundamental business principles. 

Inasmuch as a bank is an artificial person, its ethics and 
actions can be only those of the natural persons responsible 
for its operation. Therefore, in discussing ethics the terms 
“banks” and “bankers” are interchangeable. 

A Code of Ethics for banks will contain a statement of the 
duties owed to the customer, to the profession and to the com- 
munity at large Generally speaking, the duties of a banker 
are founded on the highest standards of patriotism, justice 
and honor and are dictated by the collective conscience of the 
banking fraternity. Bankers, the same as members of other 
professions, should take the initiative in defining and inter- 
preting those rules of conduct by which the profession is to 
be judged. Therefore, the code should be dictated by the 
common mind of those responsible for the operation of banks 
and should be expressive of their ideals. 

In formulating such a code the particular duties of banks 
in varying situations will be presented for consideration. The 
resulting expression will reflect the general viewpoint in the 
light of fundamental legal and moral principles. No bank is 
under legal obligation to accept any business offered, but 
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banks ai’e morally obligated to serve their customers accord- 
ing to their worth, their character and the quality of their 
business. An ideal code will prescribe the aim of the bank to 
serve at all times the legitimate needs of its customers and of 
the community in the expectation that a fair return will accrue 
to its owners. A bank operated under such a code could 
neither be a warehouse nor a bucket shop. The code will set 
up the principle that the bank’s participation in any business 
transaction will be determined on the basis of its merit unin- 
fluenced by personal considerations or oflScial connection. The 
bank will not seek to promote its business by any type of ad- 
vertising which constitutes an implied reflection upon other 
institutions. Neither will it by overemphasis, extravagance 
of statement or by artificial setting create any false or erro- 
neous impression respecting its stability or service. The code 
would recognize the right to advertise. 

Subterfuge and indirection, whether practiced through pub- 
lic statement, with customers or with supervising authorities 
will be abhorrent to the code. Good citizenship wiU be fos- 
tered, but this implies that no privilege is claimed that is not 
accorded to citizens in general. It will recognize that any act 
against the common good is an immoral act. Such an act 
violates the Golden Rule. It will not countenance evasion of 
the law or of the rules of regulatory authorities. It wiU de- 
clare that banks must strive to comply honorably with t] 
spirit of all law and regulations applicable to their busines 

Touching more specifically some of the actual operations 
banking consideration will be given to the following: Sf 
dealing and policy loans , discrimination both for and again 
directors and stockholders on account of their interest in the 
bank; refraining from volunteering advice with respect to 
financial matters ; comity with the legal profession, which sug- 
gests refraining from giving legal advice even when requested 
and furnishing the names of the best available attorneys from 
which a customer may make a choice; proper charges for 
services rendered, with recognition that critical situations do 
not justify exorbitant charges or confiscatory practices; re- 
fraining from rendering gratuitous service beyond that dic- 
tated by the general rules of courtesy, cooperation and the 
sound business judgment of the banking fraternity; refrain- 
ing from taking advantage of competing institutions by reason 
of their capital limitations. Borrowing or rediscounting 
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should be recognized as a proper function of a bank and no 
reflecting comment by advertisement oi otherwise will be made 
by any banker wuth respect to its absence in his bank or its 
presence in a competing institution. Promotional enterprises 
will not be encouraged through the use of the name of the 
bank even as a “designated depository.” 

Information should be volunteeied to the proper supervis- 
ing authorities rather than withheld either because the direct 
question is not asked or because it may be asked in such a 
manner that an evasive leply can be given. No attempt 
should ever be made to convey the impression that unusual 
influence can be exerted with public officials because of a per- 
sonal relationship or otherwise, and all transactions with such 
officials should be handled with meticulous care. Personal 
opinion or bias, political or otherwise, should never be a factor 
in any business relationship. The banker Avith the proper 
sense of honor and duty will in no circumstances ever use his 
official position for personal gain or advantage. He will 
scrupulously refrain from dealing with known criminals. He 
will not personally engage or willingly permit his bank to 
engage in unsound or hazardous practices. Except in strict 
conformity to the facts, he will never attribute any course of 
action to any comment, requirement, or classification by an 
examiner or any authority whose duty it is to supervise the 
affairs of his bank. 

The “Statement of Principles of Trust Institutions,” 
adopted in 1933 by the American Baiikeis’ Association, 
should be incorporated in its entirety as applicable to all 
banks opeiating a ti-ust department. 

When evils are apparent they are corrected by penal stat- 
utes, either State or Federal. In my opinion a code of bank- 
ing ethics which conforms to the highest business standards, 
properly enforced, will make unnecessary many such statutes 
and will make banking a profession rather than a business. 
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Letter of Resignation of J. F. T. O’Connor as Comptroller 

of the Currency 



THE COMPTROLLER OF THE CURRENCY 
WASHINOTOH 

January Kth, 1938.. 


My dear Mr* I^esident, 

I desire to relinquish the office of Comptroller 
of the Currency, to which you appointed me in May, 1933 and 
to return to my home in California to take care of pressing 
matters there. 


The banking crisis confronted you immediately 
upon assuming office* Not in the entire history of the nation 
had the country witnessed such a complete disruption of our 
financial system. With all the banks closed, your voice went 
into every home in America and replaced fear with confidence. 

You recommended a banking bill to Congress which was passed 
unanimously by both Houses giving wide powers to the Secretary 
of the Treasury, and to the Comptroller of the Currency. 

Upon my taking office you out line a several main 
objectives; 1st - immediate distribution to depositors in the 
closed national banks of all possible dividends, 2nd • the 
strengthening of the capital structures of national banks to in- 
sure greater safety to depositors. When you received the ap- 
proximate valuation of the assets in closed national and state 
banks you authorized the Government to loan a billion dollars 
to relieve distressed depositors, ana a pledge of the assets of 
these closed banks as security for the loan. This placed a 
burden upon the Secretary of the Treasury to secure this money, 
upon the Reconstruction Finance Corporation to loan it, and upon 
the Comptroller of the Currency to disburse that part loaned 
to national banks. 

Of the billion dollars loaned, depositors of closed 
national banks received almost $400,000,000,00, which together 
with cash on hand and the proceeds of securities and other assets 
liquidated, has enabled the distribution by this office to de- 
positors since the banking holiday of $893,476,548*00. Of the 
amount borrowed from the Reconstruction Finance Corporation, all 
except approximately $7,000,000,00 has been repaid* It is 
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Impossible to estimate ia aay degree the benefits of this 
policy to a distressed nation* Computing the difference in 
the rate of interest between what the Government paid and 
charged, the Government will make a profit of approximately 
$10,CMX>, 000*00* 

With reference to your second objective, namely, 
the strengthening of the capital structures of our national 
and state banks, you will recall that upon the recommendation 
of the Secretary of the Treasury, you approved the purchase 
of preferred stock in the national banks of approximately 
f500,000,000.00* This not only made the banks liquid but re- 
lieved the banks of the necessity of pressing debtors, and 
gave greater security to depositors* The national banks have 
repaid |;220,000,c00.00 and in my judgment there will be a hand- 
some profit to the Government in this transaction* 

Your great interest in the depositors of all banks 
and your desire to avoid a repetition of the tragedy of 1933 
and 1933 is again evidenced in jrour support of Federal Deposit 
Insurance. I recall our conversations 'f^jhen the bill was under 
consideration in Congress, and particularly the conference in 
your office of leaders of both Houses when you requested their 
co-operation in passing the bill* Seldom has there been such 
united opposition as there was against the insurance feature 
of the bank act of 1933* 

Immediately after the passage of the Act you wrote 
a personal letter to the Governor of each State suggesting that 
it might be necessary in some instances for legislative action 
to take advantage of the benefits of the bill. It was no small 
task to lay the fotmdation and set in motion the machinery 
which would examine some 9,000 state banks which theretofore 
had never been under the jurisdiction of the Federal Government* 
Step by step as the details were worked out you suggested changes 
and approved the plans in general and when the two other members 
of the Board w'ere appointed by you in September , 1933, the or- 
ganization was instantly completed, the plans officially approved • 
end deposit insurance was assured of success* 
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HDn* Franklin D* Hoosevelt • 3 

Only the extraordinary and new duties work of 
this Bureau have been mentioned. The regular work has been 
omitted. As a result of the policies idiich you outlined and 
li&ich have been carried out diaring the past nearly fiTe years, 
the following conclusions are of interest - 

1st. - The highest total deposit figure cTer reached 
in the national banking system has been reached during your Ad- 
ministration. 


2nd. ^ Fewer national banks hare closed than in any 
Administration over the ^ame period of time. Beginning with the 
close of the banking holiday to - 

October 31, 1933, failures numbered - 3 


For year ended - October 31, 1934 " - 1 

October 31, 1935 ♦♦ « - 4 

October 31, 1936 ** - 0 

October 31, 1937 - 4 


October 31st of each year is used, as that date represents the 
close of the fiscal year of the Comptroller’s office. In the 
nine national banks which failed in the years 1934 to 1937 in- 
clusive, 98*7 per cent of the depositors were fully protected by 
Federal Deposit Insxirance. 

In conclusion permit me to say that the banking struc- 
ture of the nation was never on a more solid basis than it is to- 
day. Our banks have ample funds either on hand or temporarily 
held under Federal Reserve requirements to meet any and every 
legitimate demand of business. The results iidiich have been ob- 
tained could not have been accomplished without the most cordial 
co-operation and sympathetic understanding on t he part of both 
of your Secretaries of the Treasury - Mr. Vfoodin, who served d\ir- 
Ing the banking crisis, and Mr* Itorgenthau, who has served during 
the reconstruction period. These fine public servants ere d\ie a 
debt of gratitude for their earnest and intelligent support of 
this Bureau in the many involved problems vdiich have confronted 
tt^ 
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Hon* Franklin B. HoosaTelt - 4 


It lias been a great honor to baTe served you during 
this period* Tour kindness to sae is a meinory wixich I shall 
cherisk in the years to come* With deep gratitude, I am 


Very cordially yours, 



Honorable Franklin Delano Roosevelt, 
president of the United States, 

The White House, 

Washington, D. C* 
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President Eoosevelt’s Letter of Acceptance of 
J. F. T. O’Connor’s Resignation as 
Comptroller of the Currency 

THE WHITE HOUSE 

WASHINGTON 

January 19> 193B 


My dear Jeftyi 

Yoiir letter of January fouarteenth requesting me to relieve 
you of your duties as Comptroller of the Currency of the United States 
is on my desk* 

I must regretfully accede to your request but, in view of 
the fact there remains important unfinished work in connection with 
the payment of dividends to depositors in closed national banks requir- 
ing at least your part tine attention, I shall ask you to withhold your 
resignation until April first* In ay opinion, this course of action 
will enable you to take care of pressing natters in your home State of 
California and yet gives you an opportunity to return here as often as 
necessity requires during the interim* 

The review in your letter of the work accomplished since I 
asked you shortly after the inauguration in 1933 to leave your lav 
practice and come to Washington as Comptroller of the Currency is ample 
evidence of a job well done. The nation, as well as you and I, remem- 
bers those first days in 1933 but much of their stress and strain has 
been forgotten, and it is my firm belief a strong contributing cause 
for forgetting has been the achievement of the objectives outlined in 
your letter. The strengthening of the capital structure of our banking 
system is attested by the few failures of national banks in the last 
five years, a record, as you have pointed out, surpassing that of ai^ 
previous adbalnistration. 

This record would be a satisfactory achievement for the 
lifetime of moat people, but I know that tne same faithful and intelli- 
gent service which you have rendered the nation as Comptroller of the 
Currency will be cheerfully and successfully given to whatever task 
you may assume. 

Although your return to California will bring to an end our 
pleasant conferences of the past years, I am sure that our friendship 
is to continue even stronger in the years ahead. 

Cordially yours, 


Honorable J. F. T, O’Connor 
Comptroller of the Currency 
Treasury Building 
Washington, B* C« 
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Banks Undeb Eoosevelt 


President Eoosevelt’s Letter Relative to 75tli Anniversary 
Celebration of Bureau of Comptroller of tbe Currency 

THE WHITE HOUSE 

WASHINGTON 


February 23, 1938 


Dear Jefly: 

I am glad to learn that plans have been 
fonmalated to recognize the seventy-fifth anni- 
versary of the beginning of the work of the Coii^h 
troller of the Currency. Nothing, perhaps, in- 
dicates in a more striking manner the fiscal growth 
and expansion of the country than the story, decade 
by decade, of the activities of the Comptroller's 
office. 

It is a far cry from the comparatively modest 
scope of the work of the Bureau set up in Lincoln's 
administration to the present time. The vision of 
the great Lincoln himself could hardly have fore- 
seen the magnitude and importance of the work which 
it would fall to you, as Comptroller, to discharge 
during your incumbency of an office which had so 
modest a beginning. 

In sending ay greetings to those who are 
participating in the commemorative banquet, I 
desire once more to voice my appreciation of all 
your administration of the office has meant to the 
national finance during these last five years* 

Very sincerely yours. 


Honorable J. F* T. O'Connor, 
Coaqjtroller of the Currency, 
Washington, D. C# 
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Secretary Morgenthau’s Letter Relative to 75tli Anniversary 
Celebration of Bureau of Comptroller of the Currency 

THE SECRETARY OF THE TREASURY 
WASHINOrON 



February 25, 19S8. 


Honorable J* F. T. O'Connor, 
Comptroller of the Currenqjf, 
Washington, D* C. 

Dear Jeftyt 


I am sorry that I shall not be able to attend the 
dinner toni^t commemorating the seventy-fifth anniversary 
of the establishment of the office of the Coii 5 >troller of the 
Currency. I hope that in ny absence you vill convey ny greet- 
ings to those present and especially to the members of your 
staff iuho have worked so loyally and so faithfully in these 
last few years as to bring new honor to their division of the 
Treasury. 


Certainly no period in the seventy-five years has 
seen more epochal happenings than the last five and I believe 
no other period has seen equal progress toward a souxider bank- 
ing system. For that result you and those who meet with you 
tonight deserve a great share of the credit* 

I appreciate greatly the fine oo-cperation I have 
received from you and the members of your staff and I take 
this occasion to e3q;}ress ny thanks and ny appreciation to you 
and to them. 
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Couzens Resolution 

[Public Resolution — Xo 58 — 72d Congress] 

[S J. Res. 256] 

JOINT RESOLUTION 

Authommg the Comptroller of the Curreney to esei’cise with respect to na- 
tional banking associations powers which State ofSeials, may have with 
respect to State banks, savings banks, and/or trust companies imder State 
laws. 

Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That, with 
the approval of the Secretary of the Treasury, the Comp- 
troller of the Currency shall have and may exercise to such 
extent as he deems advisable with respect to any national 
banking association any powers which the State officials hav- 
ing supervision of State banks, savings banks and/or trust 
companies in the State in which such national banking associa- 
tions are located may have with respect to such State institu- 
tions under State laws now in force or hereafter enacted; 
Provided, That nothing herein shall be construed to permit the 
establishment of branches of either national or State member 
banks or allow consolidation of either national or State mem- 
ber banks not allowed by existing laws. 

Expenses incurred by the Comptroller of the Currency in 
the exercise of such powers may be assessed by him against 
the banks concerned and, when so assessed, shall be paid by 
such banks. 

Nothing herein shall be construed to impair any power 
otherwise possessed by the Comptroller of the Currency, the 
Secretary of the Treasury or the Federal Reserve Board. 

The powers herein conferred shall terminate six months 
from its approval by the President ; but the President of the 
United States may extend its force by proclamation for an 
additional six months. 

Approved, February 25, 1933. 
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der .45 

horrowmg of money by trustees un- 
der. .44 

condition precedent for approval 
of.. 45 

generally 42 

loans by Reconstruction Finance 
Corporation under. ,44-45 
. member banks reorgamzed under 
this plan. .45 

new banks organized under. . 44 - 45 
Reconstruction Finance Corpora- 
tion purchases of preferred 
stock under. .44 

, restoration of bank to solvency 
under. .45 

. State law as affecting trustee un- 
der. 44 

statistics concerning. .87; 92 
substitution of assets held by trus- 
tee under 45 

. terms by which trustee bound un- 
der. .44 

. trust indentures under, provisions 
of. .44 

. trustees for: 

. . creditors under. .44 
. . salaries of.. 44 

. use of, prior to and after passage 
of Bank Conservation Act.. 
43 

. waived assets transferred to trus- 
tees under. .44 
. when used. .43-44 
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Creditoxs Deputies 


Creditors: 

approval of, for reorganizations . . 
39 

cooperation of. in reorganizations 

..48 

duty of Comptroller to salvage 20 
payments to: 

banks in liquidation, form 61-^3 
, directors^ liability, recoveries on, 
for .70 

ratable distributions to .72 
. regulations permitting. 123; 129 
. Spokane sales reorganization 
plan, under .46 
unlicensed banks, by .54 
quick relief brongbt to 48 
, rights of, time, because fixed. 32 
United States as, treatment of. 72 
. waivers by, under creditor waiver 
reorganization plan .44 

Crisis, Banking: See '‘Banking 
crisis.” 

Cnmmiiigs, Walter J.: 

The Deposits Liquidating Board, 
as a member of 58 

D 

Definitions: 

. conservators. .29 
liquidation. 75 
reorganized. 42 

Delaware: 

. National bank failures in. 53 
. preferred stock, issuance of, by 
banks in .92 

Demand deposits: 
interest on, regulation of , .22 

Deposit insurance: 

. approval of, by public. .24 
. assessments for..24r-25 
, corporation's balance sheet in re- 
lation to. .25 

effect of, on community when bank 
closes. .25-26 

legislation providing for. .23 


! Deposit insurance (Cont ), 

^ margin of pioteetion provided for 
, 24-25 

principle of .24 
record of .24 

State banks, examination of, for . 
27 

statistics concerning 89 
suggestions for elimination of in- 
equalities in assessments for 
.25 

types of banks covered by 25 

Deposits: 

approval of, for reorganizations . . 
39 

assets pledged to secure. ,7dr-75 
branch national banks, of 80 
collections, converting into, time of 
termination of authority for 
32 

interest on: 

determination of date for ceasing 
of 32 

regulation of 22 
new: 

receipt of, by conseiwators au- 
thorized. .16 

. regulations permitting with- 
drawal of .119-120; 123 
release of, for necessities. .17; 31 
restoration of, withdrawn during 
moratona 33-34 

statistics of, of banks in United 
States. .89 

suspended banks since 1865, m, 
statistics concerning .94r-95 
. withdrawals of, 

. , generally, 17, 31-34 
. hoarding, for. 127 

regulations permitting. .129; 132 

Deposits Liquidation Board, The: 

. meetings of. .58^9 
members of . .58 
. purpose of . .58 

Deputies Comptroller of the Cur- 
rency: 

. Comptroller, under. .1 
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Ezaminatiois 


Deputies 


Deputies Comptroller of tlie Cur- 
rency (Gont): 

. first, as Ciiief Snpemsing Re- 
ceiver. .4 

Organization Division under. 5 
Statistical Division under. ,5 

Detroit banks: 

. plans used m opening. 49 
. speedy opening of. 48 

Detroit Clearing House: 
moratorium, consideration of, by 
. 12 

Directors: 

cooperation of, in reorganizations 
. 48 

. favored loans to . . 68 
illegal dividends by. .69^70 
. interlocking: 

cause of banking crisis, as.. 8 
. . regulation of. 21 
liability of, recovery of, for cred- 
itors .65; 70 

officers conducting policies of bank 
without participation of. .69 
reason for extreme care in select- 
ing .52-53 

Distnbution of assets: 

. insolvency, in.. 73 

District Chief National Bank Exam- 
iners: 

. consultation of, for appointment of 
conservators. .29 

. forces of, utilized in examinations 
of for deposit insurance. .27 
. headquarters of . .3 
survey by, to determine what banks 
should reopen. .19 
. unlicensed banks, instructions to, 
for. .37 

Double liability of shareholders: 

assessments for.. 45 , 65 ; 67 
. Comptroller’s determination of as- 
sessment for, as conclusive . 
67 

. termination of.. 23, 67 


Drafts: 

cashing of, regulations permitting 
. .127-128 

collection of, regulations permit- 
ting 118-119; 130 
, issuance of, regulations permitting 
..128-129 

Dual exammations: 
making of . . 3 

E 

Earnings: 

banks, of, since 1931 .80-81 

Economic conditions: 

. bank failures, as cause of .52 

Emergency Bank Act: 

passage of . .15 

personnel to administer .28-29 
plans to administer. 28-29 
precedents for administermg. 30 
. preferred stock issuance and pur- 
chase provided for. .56-58 
provisions of generally. .15-16; 
56-58 

Emergency needs: 
banks to supply, regulations per- 
mitting. .120-121; 130 

Examinations: 
affiliates, of.. 3 

. audits and, of banks.. 37; 63; 70 
. chartering national banks, for. .3 
Comptroller, under direction of . .2 
converting hanks, for.. 3 
districts for. .3 
Examining Division, by. .2 
. Federal Deposit Insurance Corpo- 
ration, by. .2 

. Federal Reserve banks, by. .3 
. foreign branch banks, of . .3 
. International Banking Corporation 
of New York, of., 4 
purpose of.. 37 
receivership banks, of . . 63 
. Reconstruction Finance Corpora- 
tion, by. .2 
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Examinations 


Federal 


Examinations ( Cant ) • 
reports of, availability of, to other 
agencies .3 
State banks, of . .3 
unlicensed banks, of 37 

Examiners: 

aid of, m securing depositors^ dor- 
mant account. .49“”52 
assignment of, for reorganization 
prior to 1933.. 38 
Assistant Chief ]I?7ational Bank.. 3 
Chief National Bank. See "Chief 
National Bank Examiner.” 
Chief, of insolvent banks.. 63 
, District Chief National Bank .3 
Reconstruction Finance Corpora- 
tion, detailing of, to. .38 
. Reorganization Division, assign- 
ment of, to.. 38 
. sub-distncts, in. .3 
survey by, to determine what banks 
should reopen .19 

Examining Division: See also "Ex- 
aminers,” “Examinations.” 
Bureau of Comptroller of the Cur- 
rency in 2 
. functions of. 2 

. new banks, part of, in chartering 
..42 

Excessive loans: 

. directors, by. . 69 
. statutory prohibition of .69 

Executive orders: 

April 5, 1933, of, text of.. 105-107 
April 20, 1933, of, text of .107-109 
August 28, 1933, of, text of. .109^ 

115 

. August 29, 1933, of, text of. .115- 

116 

foreign exchange, to regulate .107- 
117 

. gold, to regulate use of. ,105-117 
. hoarding, to regulate. 105-117 
. March 10, 1933, of: 

. extract from. .28 
. . issuance of . .18 


Executive orders (Cont.), 

. March 10, 1933, of (GonU) • 
purpose of .18-19 
text of 98-100 

March 18, 1933, of, text of. 104— 
105 

October 25, 1933, of, text of 116- 
i 117 

permitting banks to leopen 104- 
105 

F 

Factories: 

interests in, held m receivership . 
65 

Federal Deposit Insurance Corpora- 
tion: 

balance sheet of 25 
.examinations by.. 2 
interest rates, regulations of, by . 
22 

national bank examination leports, 
availability of, to .3 
receiver, as. 64 

receivers, appointment of, prior to 
establishment of . . 63-64 
, statistics of banks insured by.. 89 

Federal home loan banks: 

reopening of, regulations permit- 
ting. .126-127 

Federal intermediate credit banks: 
reopening of, regulations permit- 
ting ,126-127 

Federal land banks: 
reopening of, regulations permit- 
ting. .126-127 

Federal Beserve Act: 

trust funds, segregation of, under 
.,34-35 

Federal Beserve Agents: 

. unsound banking practices, report- 
ing of, by.. 23 
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Federal Hawaii 


Federal Beserve Bank notes: 
anioTint remaining in eirenlation . 
21 

authorization for. 16, 20 
issuance of today 21 

Federal Beserve Banks: 
advances by, to individuals and 
partnerships authorized . . 16 
. applications to, by banks to reopen 
.19 

. discounts of, powers for, enlarged 
. 16 

earnings of, disposition of 55-56 
examinations by . . 3 
Federal Reserve bank notes author- 
ized for 16 

fiscal agents, as, regulations permit- 
ting transactions of, as .123 
. national bank examination reports, 
availability of, to., 3 
owned by member banks, as.. 55 
, recommendations by, for reopening 
of national banks. .20 
. lediscounts with, during banking 
crisis. 11 

reopening of, regulations permit- 
ting. .125 

. resources of, for recapitalization 
of banks., 56 

survey by, to determine what banks 
should reopen.. 19 

Federal Beserve Board: See also 
“Board of Governors of the 
Federal Beserve System.” 

. banking crisis, efforts of, to rem- 
edy . . 15 

. new bank after reorganization, ap- 
proval of, for. .47 
. requests to, to engage in certain 
banking functions. .17 

First Deputy Comptroller of the 
Currency: 

Chief Supervising Receiver, as,. 4 
Florida: 

. national bank failures in., 53 
preferred stock, issuance of, by 
banks in. .92 


Foodstuffs: 

deposits, releases of, for. .17 

Foreign branch banks: 
examination of. .3 
number of .3 

Foreign exchange: 

Executive orders to regulate .107- 
117 

G 

General counsel: See also “Legal Di- 
vision.” 

Comptroller, under. 1 
Legal Division m..4 

Georgia: 

national bank failures in 53 
preferred stock, issuance of, in . 92 

Gold* 

. calling in of . .20; 117-128 
executive orders to regulate use 
of .105-117 

exporting of, as problem m 1933.. 
15 

prohibition against banks paying 
out. 20; 117-128 

Secretary of Treasury regulations 
concerning .117-128 
trade purposes, for, regulations 
permitting use of for. .128 

Good will: 

asset, as .36 

Government loans: 

banks taking over. .59-60 
. Reconstruction Finance Corpora- 
tion, by .11; 44-46 
total of . .59 

Government obligations: 

. subscription to, regulations per- 
mitting. .124r-125 

Governor Comstock: 

moratorium issued by.. 12 

H 

Hawaii: 

national banks in. .4 
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HosiTdiiig ^ ones 


Hoardmg: 

. banking cnsis, effect on . . 9 , 15 
deposit withdrawal for, regulation 
prohibiting. .127 

execntiTe orders to regulate .105- 
117 

gold called in to discourage. 20 
. prevalence of, during depression 
years .8 

. problem m 1933, as 15 
refuge sought in 8 

Holding companies: 

. banking cnsis, affecting, as .9-10 
. interlocking directorates with, reg- 
ulation of .21 

. stock market crash, effect of, on . . 
10 

. stock of, depreciation of, after 
stock market crash.. 10 
success of . .10 
theory of operation of 10 
.typical set-up of.. 9-10 

Hoover, President: 
bank failures under .133 

Hotels: 

. interests m, held in receiverships 
..65 

I 

Idaho t 

. national bank failures in. .53 
. preferred stock, issuance of, by 
banks in . . 92 

Illegal dividends: 

. directors, declared by.. 69 
statutory prohibitions on. .70 

Improvident loans: 
directors, by. .69 

Inaugural address: 

President Roosevelt, of, excerpts 
from. 14r-15 

Inauguration: 

. President Roosevelt, of. 14-15 


Indiana Bankers Association; 
report of research committee of, 
extract from .85 

Insolvency. See “laauidations “In- 
solvent Division.” 

Insolvent Division: See also “Licjui- 
dations.” 

. Bureau of Comptroller of the Cur- 
rency in 2 
Chief Examiner in. 63 
Chief Supervising Receiver in 
charge of . .4 

examiners in, assigned to reorgan- 
izing banks prior to 1933. .38 
personnel of .29, 62 
. supervision of. 62 
work of, tabulation of. 78-79 

Interest: 

ceasing on deposits, of date for. . 
32 

rates of, regulation of . .22 

Interlocking directorates: 

. banking crisis, as cause of. .8-10 
regulation of.. 21 

International Banking Company of 
New York: 

examination of.. 4 

Investment securities; 

. regulation of banks' dealing in . . 
21-22 

Iron mines; 

. interests in, held in receiverships 

..65 

J 

Joint notes: 

liquidations, handling of, m..73 
Jones, Jesse H.: 

. The Deposits Liquidating Board, 
as member of . .58 
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ALL EEFEBEFCES ABE TO PAOE FUMBEES 

LfcLuidations 


Legal Division: 

Bureau of Comptroller of the Cur- 
lency, in .2 

court cases handled hy. 4 

. directors’ liability, enforcement of, 
by..70--71 

fnend of the court, appearing as 
5 

functions of. 4r“5 

. General Counsel in charge of . .4 

liquidations, duties of, in..6d; 68 

litigation by. .4 

. Supreme Court of the United 
States, handling cases before 

. 4 

Legislation, Eemedial: 

affiliate relationships regulated. .21 

Bank Conservation Act See ‘‘Bank 
Conservation Act.” 

Banking Act of 1935 See “Bank- 
ing Act of 1935.” 

Banking Act of 1933 See “Bank- 
ing Act of 1933.” 

conservation of bank’s assets pro- 
vided for .16 

conservators, appointment of, pro- 
vided for. .16 

double liability of shareholders, 
elimination of, provided for 
..23 

. Emergency Bank Act. See “Emer- 
gency Bank Act.” 

. Federal Eeserve bank notes au- 
thorized. 16, 21 

further discounts and advances by 
Federal Eeserve banks pro- 
vided for., 16 

gold, calling in of, provided for. . 
20 

insurance of deposits provided for 
..23-25 

. interest rates regulation provided 
for. .22 

. interlocking directorates regulated 
by.. 21 


I Legislation, Eemedial (Cent.): 
preferred stock issuance provided 
for. .16 

President granted power to close 
banks by. .15 

proof of sound judgment in enact- 
ment of. 82 

Eeorgamzation of banks provided 
for.. 16, 39 

Secretary of Treasury granted 
power to regulate banks dur- 
ing emergency. .15 
securities dealing of banks re- 
stricted. .21 

. suggestions for, in Comptroller’s 
annual report. .5 

unsound banking practices, for. .23 
Licenses : 

. openmg of banks, for. .19-20, 87 

Liquidations. See also “Insolvent Di- 
vision.” 

adjustments with debtors under.. 
65 

amount and character of liabilities 
of banks in.. 65-66 
appointed by Federal Deposit In- 
surance Corporation. .64 
assessments under, problems en- 
countered in.. 67-68 
. assets pledged to secure deposits 
in. .74-75 

causes of failures of banks m. 90 
. Chief Supervising Eeceiver, in 
charge of .4 

claims in, questions arising relative 
to. .73-74 

collecting and disbursing assets 
under 65 

common law liabilities m.. 68-69 
, creditors, payment to, under.. 61- 
63, 73 

. definition of term “liquidation” . . 
75 

deposits in, prior to and after 1929 
..61, 94-95 

distribution of assets in.. 73 
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IiKl'aidatioiis Montana 


Litnidations (Cont ): 
examinations and audits for 63; 
70 

excessive loans in., 69 
expenses for.. 66-67 
favored loan in.. 68 
illegal dividends in . 69-70 
. improvident loans in. 69 
. joint rates, handling of, in. .73 
legal questions arising in .66, 68 
1933, in 61 

number of banks placed in ,28 
. officers conducting bankas affairs 
With director's participation 
in. .69 

offsets in .73 
preference claims in. 72 
problems encountered in.. 6-^65 
ratable distribution of assets in . 
72 

leceivers for .63-64 
restoring bank in, to solvency. .63 
. sale of bank’s assets when bank in 
.. 62-63 

since 1865 . 61 , 94 r -95 
since 1931 .. 61 ; 94 r -95 
. Spokane sales plan of reorganiza- 
tion, under. 61 

statistics showing liabilities of un- 
licensed banks. .90 
. statutory liabilities in, . 68-70 
surety bond recoveries in . 71-72 
trust departments in, supervision 
of. . 75-79 

Loans: 

commercial, m national banks.. 80 
excessive * 

. . directors, by. .69 
. statutory prohibition of.. 69 
favored. 68 
government : 

, banks taking over. .59-60 
. . Reconstruction Finance Corpora- 
tion, by. .11; 4^6 
. . total of. 59 
improvident. ,69 

officers, as cause in banking crisis 

..8 


Loans ( Cont.) * 

. Reconstruction Finance Corpora- 
tion, by, during banking crisis 
. 11 

Losses: 

. leeovery of, by Comptroller 70-71 

Louisiana • 

national bank failures in. 53 
preferred stock, issuance of, by 
banks m . . 92 

M 

Management: 

. weak, as cause of bank failures . 
52 

Merriam, C. B.: 

The Deposits Liquidation Board as 
a member of. 58 

Michigan* 

moratorium declared in .11-12 
preferred stock, issuance of, by 
banks in 93 

Michigan State Bankers Association: 

moratorium, consideration of, by 

..12 

Mills: 

interests in, held m receiverships 
.65 

Mismanagement; 

. bank failures, as cause of .52 

Mississippi: 

. national bank failures m .53 
preferred stock, issuance of, by 
banks m..93 

Monastery: 

. interest in, held in receivership . . 
65 

Montana: 

national bank failures m. .53 
preferred stock, issuance of, by 
banks in.. 93 
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Moratoria Nevada 


Moratona, State: Bee also “Bank 
holiday, National*” 
declaration of *11 
January, 1933, in .11 
Michigan, in .11 
Nevada, m. 11 

. restoration of funds withdrawn 
during. .33-34: 

Morgenthan, Secretary: 
aid of, in recapitalization of banks 
.58 

letter of, relative to 75th anniver- 
sary of Bureau of Comptroller 
of the Currency .143 
part of, in banking recovery. .83 
reduction of interest charges on 
public debt by. 82-83 
refinancing government obligations 
by 82 

Mortgage pools; 

trust departments, in, in liquidat- 
ing banks .77 

N 

National Bank Act: 

Bankruptcy Act, as differing from 
.72 

. illegal dividends prohibited under 
..70 

limitations on loans under, .69 
ratable distribution of assets pro- 
vided by. 72 

receivers^ sale of assets under . . 62 

National bank holiday. See “Bank 
holiday, National” 

National banks; See also “Bank- 
ing.” 

Alaska, m. .4 

audits, detailed, of affairs of.. 37; 
63, 70 

authorization for, to begin business 

..2 

. branches of See “Branches, na- 
tional banks, of” 
chartering of, examinations for. .3 
commercial loans in.. 80 


National banks ( Gont ) * 
conservatorship of See “Conserv- 
I atorships.” 

earnings of, since 1931 80-81 
establishment of, authority for, .1 
examination of See “Examina- 
tions,” 

failures of, causes of 52-53; 81- 
82, 90 

gold, prohibition against, paying 
out. 20, 117-118 
good w’lU as asset of.. 36 
Hawaii, m..4 

interest on deposits in, regulation 
of 22 

investment securities, dealing m, 
by, regulation of . .22 
hcensmg of, to reopen. .19-20 
liquidation of See “Liquidations,” 
“Insolvent Division.” 

1933, prior to 7 
number of.. 3; 89 
order permitting openmg of, fol- 
lowing bank holiday. .18-19, 
98, 100 

organization of See “Organization 
Division.” 

power to close, President granted 

..15 

preferred stock of. See “Preferred 
stock.” 

recapitalization of See “Recapital- 
izations.” 

. recovery of., 82 
regulation of, by Secretary of the 
Treasury, power granted for 
..15; 17-18; 117-132 
. reorganizations of. See “Reorgan- 
izations,” “Reorganization Di- 
vision.” 

statistics of, keeping of. See “Sta- 
tistical Division.” 

. Virgin Islands, in 4 

Nevada: 

. moratorium declared by. .11 
. national bank failures in. .53 
. preferred stock, issuance of, by 
banks in.. 93 
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JTew Mexico 


Postal 


New Mexico: 

national bank failures in* .53 
preferred stock, issuance of, by 
banks in. 93 

Newspapers: 

. interest m, held in receiverships 

64 

Night clubs: 

. interests m, held in receiverships 
. 65 

Notes: 

renewals of, pledges for, regula- 
tions permitting. 130 

0 

O’Connor, J. F. T.: 

code of ethics for banks, recom- 
mendations for, by 134->136 
letter of resignation of, as Comp- 
troller of the Currency. 137- 
140 

President Roosevelts letter of ac- 
ceptance of resignation of, as 
Comptroller of the Currency 
..141 

. The Deposits Liquidating Board, 
as a member of. 58 

OJlce Buildings: 

interest in, held in receiverships. . 

65 

Officers: 

care in selecting, reason for 52- 
53 

. conducting of bankas affairs by, 
without participation of di- 
rectors .69 

. cooperation of, in reorganizations 
..48 

. defaulting, recoveries from.. 71-72 
loan to, as cause m banking crisis 

..8 

Official closing dates: 

. detei’minatiou of. .32^33 


Offsets: 

establishing date for. ,32 
liquidations, in. ,73 
uniformity m rules for .74 

Old ladies’ home: 

. inteiest in, held in receivership.. 
65 

Orange groves: 

mteiests in, held in leeeiverships 

. .65 

Orchards: 

interests in, held in receiverships 
.65 

Oregon: 

national bank failures in ,53 
preferred stock, issuance of, by 
banks in. 93 

Orgamzation Division ; 

Acting Chief of.. 5 
. Bureau of Comptroller of the Cur- 
rency, in.. 2 
functions of. 5 

. new banks, part of, in chartering 

..42 

P 

Payrolls: 

deposits, release of, for.. 17 
Peanut farms: 

interest in, held in receiverships . 
64 

Pledge of assets to secure deposits: 
questions arising in relation to.. 
74r-75 

Policy: 

. problems coming under heading of 
..39 

Postal Savings: 

. deposits in, in 1928 and 1933. .9 
full faith of United States pledged 
to return. .24 

increase in, from 1931 to 1933. .24 
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Proclamation 


Postal Savings (Gont ): 
passage of bill for 24 
statistics regarding, from 1920 to 
1937 86 

Preferences: 

. claims for 72 

date for deteimination of illegal.. 
33 

Preferred stock: 
issuance of: 
authoiity for. .16; 56 
details of actual, supervision of 
. 57 

. policies in relation to, determina- 
tion of . .57 

statistics coneermng 57; 92-93 
Legal Division functions in rela- 
tion to 4 

. Organization Division functions in 
relation to. 5 

purebases of, by Eeeonstruetion 
Finance Coi’poration • 

. . amount of 56 

authority for. 16, 56-58 
capital correction reorganization 
plan, under.. 42-43 
. creditor waiver reorganization 
plan under.. 44 

, recapitalizations, under. .55-56 
. Secretary of Treasury's request 
for. .58 

statistics by States of, issued by 
Rational banks. 92^93 

President: 

approval, for purchases of pre- 
ferred stock .58 

President Eoosevelt: 

. bank failures under .133 
. closing banks by, power granted 
for .15 

. inaugural address of, excerpts 
from, .llr-15 
. inauguration of.. 14 
. letter of, relative to 75th anniver- 
sary of Bureau of Comptroller 
of the Currency, .142 


President Eoosevelt (Gont ): 
O’Connor, J F T., resignation of, 

* as Comptroller of the Cur- 

i reney, acceptance of, by. 141 

' radio addiess of March 12, 1933, 
by .16-17; 37-38; 100-104 
statement of that agencies aiding 
banks must continue 59 

Presidenfs Executive Orders: 

April 5, 1933, of text of.. 105-107 
April 20, 1933, of text of. .107-109 
August 28, 1933, text of. .109-115 
August 29, 1933, of text of 115- 
116 

foieign exchange, to regulate .107- 
117 

gold, to legulate use of.. 105-117 
hoaiding, to regulate. 105-117 
March 10, 1933, of 
. extiact from .28 
issuance of. 18 
puipose of .18-19 
, text of 98-100 

. March 18, 1933, of text of. 104- 
105 

October 25, 1933, of text of.. 116- 
117 

pernutting banks to reopen.. 104- 
105 

Presidential Proclamations. See 
“Proclamations.” 

Private banks: See cdso “Banking.” 
gold, prohibition against, paying 
out. .20 

1933, prior to. .7 
number of active. 89 
reopening of, regulations permit- 
ting, 20; 125-126 

Private trusts: 
liquidations, in, 76 

Proclamations: 

. declaring bank holiday .16-17, 96- 
97 

. extending bank holiday .19, 98 
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Proclamatioas Reconstruction 


Proclamations fCont ): 

March 6, 1933, of 
acuteness of banking situation 
stressed by. 16 
issuance of ,15 


Receivers : 

attorneys for. 66-67 
Chief Supervisor of.. 4 
Federal Deposit Insurance Corpo- 
ration * 


. purpose of .15 
. text of. .96-97 
March 9, 1933, of: 

. issuance of .19 
. . text of. .98 

Public utilities: 

. interlocking directorates with, reg- 
ulation of.. 21 

R 

Race tracks: 

interests in, held in receiverships 
.65 

Radio Address, President Roose- 
velfs: 

March 12, 1933, of: 
currency in country's banks, 
statement concerning .37-38 
. purpose and action by govern- 
ment under. 16-17 
text of. 100-104 

Railroads; 

interest in, held in receiverships 
..64 

Recapitalizations : 
bank holiday, prior to. 56 
Federal Reserve bank recourses, 
utilization of, in. 55-56 
. functions of Bureau in relation to 
. 57 

number of banks in.. 28 
policy, determination of, in.. 58 
preferred stock issued for, prob- 
lems arising from.. 57 
Reconstruction Finance Corpora- 
tion purchase of preferred 
stock in 55-56 

, separate section established for., 
56-57 

statistics showing accomplishments 
m. 57; 92^93 


as .64 

prior to establishment of. .63-64 
fees of 63 
loans to 59 

. old banks, appointment of, for, un- 
der Spokane sales reorganiza- 
tion plan 47 
primary duty of.. 65 
sale of bank assets by. .62 
surety bonds for. 36; 64 
trust departments m hands of. 35 
unlicensed banks, appointment of, 
for.. 47 

vouchers for disbursements by, .63 

Receiverships. See **Liauidations.** 

Reconstruction Finance Corporation: 

. bank rehabilitation, utilization of, 
in .55 

chairman of, meetings with to de- 
termine recapitalization pol- 
icies .58 

coordination with, in issuance of 
preferred stock 57 
creation of.. 12 

creditor waiver reorganization 
plan : 

loans by, under. 44-45 
. preferred stock purchased by, un- 
der ,44 

examinations by .2 
. examiners detailed to .38 
national bank examination reports, 
availability of, to.. 3 
new bank after reorganization, ap- 
proval of, for. .47 
preferred stock purchased by: 

amount of. 56 
. authority for. .16, 56-58 
. . capital correction reorganization 
plan, under. .42-43 
creditor waiver reorganization 
plan, under. .44 
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Reconstruction 


Reconstruction Finance Corporation | 

( Cont ) • I 

preferred stock purchased by | 
( Cont ) : j 

recapitalizations, under. 55-56 | 

. . Secretary of Treasuiy^s request j 

for 58 j 

. resumption of business by, regula- 
tions permitting. .126-127 
Spokane sales reorganization plan, 
loans by, under. .46 

Regional Agricultural Credit Corpo- 
rations: 

reopening of, regulations permit- 
ting. .126-127 

Remedial legislation. See “Legisla- 
tion, Remedial.” 

Reorganization Division: See also 
“Reorganizations.” 
attorneys, assignment of, to.. 5 
. examiners assigned to .38 
members of, assignment of, to han- 
dle banks in sections of coun- 
try of which familiar. 39 
nucleus for. .38 
. trammg of personnel in.. 40 

Reorganizations : See cdso “Reorgan- 
ization Division.” 

banker^s aid in .40-42 
banks in, limited business by, reg- 
ulations permitting. .130-131 I 
. causes of failures. 52-53 
. community needs considered in . . 37 
ci editors, cooperation of, m..48 
Detroit banks in: 

. plans used in opening. .49 
. speedy reopening of . .48 
difficulties encountered in opening 
banks in. .48 

, directions for completion of plans 
of.. 40 

. directorates: 

. . consideration of, m..47 
. cooperation of, in. 48 
examination of banks for.. 37 
. instructions for unlicensed banks 
in.. 37 


Reorganizations 


Reorganizations (Cont,). 

. investigations mto bankas person- 
nel for .47 

management, consideration of, in 
47 

number of banks placed in.. 28 
officers, cooperation of, in.. 48 
plans for: 
capital correction, 
eliminated assets under. 43 
. . number of banks organized un- 
der .43 

purpose of. 42-43 
, Reconstruction Finance Corpo- 
ration purchase of preferred 
stock under .42-4:3 
. statistics relatmg to. 87 
statutory authority for. .43 
when used.. 42 
creditor waiver: 
assessments for double liability 
under, 45 

. borrowing of money by trustees 
under. .44 

. conditions precedent for ap- 
proval of . .45 
. generally 42 

. . . loans by Reconstruction Fi- 
nance Corporation under. .44r- 
45 

new banks, organization of, un- 
der. .44-45 

. . . number of banks reorgamzed 
under. .45 

Reconstruction Finance Corpo- 
ration purchase of preferred 
stock under. .44 
restoration of bank to solvency 
under. .45 

statistics relating to.. 81; 92 
substitution of assets held by 
trustee under. 45 
terms by which trustee bound 
under. .44 
trustees for: 

creditors under. .44 
. salaries of.. 44 



164 


Ihdex 


AT.T. EEFEBEKrOES ABE TO PAGE NTJMBEBS 
Beorganizations Safekeeping 


Beorganizations (Gont ) I 

, plans for (Gont.): i 

creditor waiTer ( Gont ) • » 

use of prior to and after Bank j 
Conservation Act. .43 
. . waived assets transferred to 
trustees under. 44 
when used. .43-^ 

. development of 40 
. . Spokane sales* 

. Bank Conservation Act, use of 
pi lor to and after passage of 
..46 

. dividends to creditors under, . 

46 

first use of .46 
. . generally. .42 
. . liquidation under. 61 
. . number of banks reorganized 

under. .47 
jiro visions of . .46 
receivers appointed for old 
banks under. 47 

. . Eeconstruction Finance Corpo- 
ration loans under.. 46 
. . sale of assets under. .46 
. . . statistics concerning. .87, 91 
. .substitution of assets under.. 

47 

. . when used. .46 

. . subject to Comptroller's approval 
..39 

. three types of . .42 
policy problems iu..39 
, power granted for. .16 
. preferred stock purchases to aid, 
power granted for. .16 
questions to be answered in ap- 
proving. .39 

statistics of unlicensed banks in . 
87, 91-92 

. statutory authority for. .39 

Beorgamzed: 

. definition of term. .42 

Eeports: 

, annual, of Comptroller of the Cur- 
rency, 

, . generally. .5 

- . hoarding, effect noted in,, 9; 15 


I 

j Beports f Gont ) • 

i examination, availability of, to 
« other agencies 3 

national banks, of 5 
State banks, of. 5 

Beserves* 

I eduction of banks^ and individuals’' 
as course in banking crisis . . 8 

Bhode Island: 

national bank failures in .53 
prefeired stock, issuance of, by 
banks in .93 

Boad Houses: 

interests in, held m receiverships 
65 

Boosevelt, President: 
bank failures under .133 
closing banks by, power granted 
for .15 

inaugural address of, excerpts from 
1^15 

inauguration of.. 14 
letter of, relative to 75th anniver- 
sary of Bureau of Comptroller 
of the Currency. ,142 

, Connor, J F T., resignation of, 
as Comptroller of the Cur- 
rency, acceptance of, by.. 141 
radio address of March 12, 1933, 
by. 16-17; 37-38; 100-104 
statement of that agencies aiding 
banks must continue, ,59 

Bural telephone systems: 
interests in, held in receiverships 
..64 

S 

Safe deposit boxes: 
access to, regulation permitting. . 
117 

Safekeeping items: 
return of by banks, regulations 
permitting. .120 
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State banks 


Salaries: 

conservators, foi, fixing of 31-32 

Savings deposits: 
interest on, regulation of 22 

Secretary of Treasury* 
bank regulation by, power granted 
for .15 

banking crisis, efforts of, to remedy 
15 

licenses issued by, to banks to re- 
open.. 19-20, 87 

logical officer to issue banking reg- 
ulations, as.. 17 

meetings witb, to determine recap- 
italization policies 58 
Morgenthau as See “Morgenthan, 
Secretary,” 

regulations issued by: 

. factors considered in.. 17-18 
open banks, to.. 18 
. text of. .117-132 
reorganized banks, licensing of, by 
..47 

request of, for purchases of pre- 
ferred stock.. 58 

requests to, to engage in certain 
banking functions .17 

. survey by, to determme what banks 
should reopen.. 19 

. Woodin as: See ‘Goodin, Secre- 
tary.” 

Shareholders: 

approval of, for reorganizations.. 
39 

capital restoration by, under cred- 
itor waiver plan of reorgan- 
ization. .44 

liability of See “Double liability 
of shar^olders.” 

South Oaroliua: 

. national bank failures in. .53 
preferred stock, issuance of, by 
banks in. .93 

South Dakota: 

national bank failures in. .53 
preferred stock, issuance of, by 
banks in. .93 


Spokane sales reorganization plan; 
Bank Conservation Act, use of, 
prior to and after passage of 
..46 

. dividends to creditors under. .46 
first use of .46 
generally. 42 
. liquidation under. .61 
. number of banks reorganized under 
..47 

. provisions of .46 
receivers appointed for old banks 
under. .47 

. Reconstruction Finance Corpora- 
tion loans under .46 
sale of assets nnder .46 
statistics concerning. .87, 91 
substitution of assets under -.47 
. when used.. 46 

State Banking Commissioners: 
cooperation with, in examinations 
for deposit insurance. 27 

State banks See also “Banking.” 
examinations of. 3, 27 
gold, prohibition against, paying 
out. .20 

interest on deposits in, regulation 
of.. 22 

licenses to reopen. .19-20 
. 1933, prior to. .7 
. number of active. .89 
order permitting opening of, fol- 
lowing bank holiday. .18-19; 
98-100 

. power to close, President granted 

..15 

regulations of: 

..following bank holiday. .17-18; 
117-132 

. Secretary of the Treasury, by, 
power granted for.. 15 
restrictions placed on withdrawals 
by, to prevent crisis. .11 
trust funds, administration of, un- 
der.. 34 

trustees under creditor waiver re- 
organization plan as affected 
by. .44 
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Statistical Trustees 


Statistical Bivisiou: 

Bureau of Comptroller of the Cur- 
rency, m. 2 
. functions of . .5-6 

Statutory liaMEties; 

.liquidations, in.. 68-70 

Stock market crash: 

. banking ensis, effect of, on. 8; 10 
. holding companies, effect of, on 
. 10 

Stocks: 

banks’ purchase of, as cause of 
banking crisis. 8 

double liability on: See ‘‘Double 
liability of shareholders.*’ 
holding companies, of, depreciation 
of, after stock market crash 
. 10 

. preferred. See “Preferred stock.” 
transfer of, time liability for, be- 
came fixed. .32 

Supreme Court of the United States: 
. Legal Division’s handling of eases 
before. .4 

Surety bonds: 
collections against. .65 
conservators, for. 36 
. receivers, for. 36, 64 
. recoveries on. .71-72 

T 

Timber tracts: 

. interests in, held in receiverships 
..64 

Time deposits: 

interest on, regulation of.. 23 
Title Companies: 

interests in held in receiverships. . 
65 

Treasury bills of United States; 

. payment for, due March 6, 1933, 
regulations permitting .123- 
124 


Trust departments; 
assets pledged to State to secure 
77 

closed banks, in. 3^36 
conservatorship, operation of, un- 
der. 34-36 

continuance of, determination of. 
35 

liquidations, m: 
construction of trusts in.. 78 
corporate trust in .76 
.court trusts in.. 76-77 
. determination of.. 35 
mortgage pools in.. 77 
number handled in.. 76 
. private trusts in .76 
. supervision of .75-76 
management of, generally 78 
transactions in, regulations permit- 
ting .122-123, 131-132 
true condition of, determining 35 

Trust funds: 

pledges of assets to secure, .77-78 
segregation of, under Federal Re- 
serve Act. .34-35 

Trust indentures: 

Cl editor waiver reorganization 
plan, under.. 44 

Trustees: 

borrowing money by, under cred- 
itor waiver organization plan 

..44 

salaries of, under creditor waiver 
plan. .44 

state law affecting under creditor 
waiver plan .44 

terms by which bound under cred- 
itor waiver reorganization 
plan. 44 

waived assets transferred to, un- 
der creditor waiver reorgan- 
ization plan. 44 

waiving depositors, for, under cred- 
itor waiver plan .44 
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U 

United States: 

creditor, as, treatment of.. 72 
. treasury bills of, regulations per- ’ 
mitting payment of .123-124 ’ 

Utah: 

. national bank failures in .53 
preferred stock, issuance of, by 
banks m. 93 

V 

Virgin Islands: 
national banks in 4 

Voluntary liquidation: 

banks disposed of through. .47 

Vouchers: 

. receiver’s disbursements, for. 63 


W 

Withdrawals of deposits: 

. hoaidmg for, regulations prohibit- 
mg. .127 

permission for.. 17; 31 
regulations permittmg. .129; 132 
. restoration of, determination for 
. .33-34 

Woodm, Secretary: 
aid of, in recapitalization of banks 
..58 

part of, in banking recovery . . 82 
Wyoming: 

national bank failures in 53 
preferred stock in, issuance of, by 
banks m. .93 








